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Israel at 50 
Internal divisions 
overshadow achievements 
Page 15 
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Belgian premier 
survives vote of no 
confidence over 
paedophile escape 

Belgium's prime minister Jean-Luc 
Dehaene survived a vote of no 
confidence over the escape last 
week of the country’s most notori- 
ous criminal after sacrificing the 
notional police chief. Page 4 

Money bonder fear over earn notes 

The future European Central Bank 
may need to restrict the Issue of 
large denomination euro banknotes 
to prevent them being used to 
launder money. Page 7 

Madrid invftes OK to Gibraltar talks 

Spain has Invtted the chief minister 
of the UK colony of Gibraltar to 
talks In Madrid. Page 3 

Swiss refuse to abotish tax havens 
Switzerland and Luxembourg 
refused to join other Industrialised 
countries in a seven-year drive to 
stamp out tax havens. Page 7 

N fretend pofice probe welcomed 

Most nationalist and pro-British 
parties in Northern Ireland wel- 
comed the plan to appoint Chris 
Patten, former governor of Hong 
Kong, to head of the commission 
an policing as part of the peace 
agreement Page 10 

Premier attacks ttatian banks 
A row has blown up over the cost 
of mortgages offered by 1121/5 
commercial banks after Romano 
Prodi, the prime minister, criticised 
the sector. Page 2 

Russian government takas shape 
Russia’s new government began to 
take shape as Boris Nemtsov, 
reformist former provincial gover- 
nor, and Victor Khristenko, finance 
ministry technocrat, were named 
deputy prime ministers. Page 4 

US social security chalenge eased 
The challenge of how to pay for 
future generations of retired 
Americans eased last year due to 
economic growth, falling unem- 
ployment and low Inflation. Page 7 

HK m $90m CD piracy haul 

Hong Kong authorities have seized 
over $90m of illicit compact discs 
and unauthorised production 
equipment hi the world’s biggest- 
softwaro piracy haul. Page 16 

tfgeriaos face death sentence 
Nigeria's political crisis deepened 
when a special court sentenced 
the country’s former deputy leader 
and five other men to death for 
plotting to overthrow military presi- 
dent Sani Abacha. Page 16; Ecfito- 
rfal Comment, Page 15 

Appeal to repair Chernobyl ‘staff’ 

Ukraine is to launch a worldwide 
appeal for $358m to make safe the 
cracking "sarcophagus" shielding 
the Chernobyl reactor which blew 
up 12 years ago. Rage 3 

Russia defies nuclear collaboration 
Russian officials denied reports 
that Moscow was helping India 
build a see-launched ballistic mis- 
sile that could fire a nuclear war- 
head into Pakistan. Page 6 

Israel removes currency curbs 
Israel removed all restrictions on 
foreign currency transactions for 
households aid business. Page 7 
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Internet service providers 19 
Why small operators face II 
brutal shake-out S 
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Kosovo 

Further violence 
appears inevitable 
Page 3 


Air quality 
Dirty vehicles face 
bans from EU cities 
Page 2 


Central bank dispute intensifies 


Paccar of US buys 
another European 
truckmaker as 
industry consolidates 

Consofidation of the world truck 
Industry continued with the acqui- 
sition of Leyiand Trucks, the UK’s 
last independent manufacturer, by 
Paccar of the US. The deal follows 
Paccar's $802m purchase of Dutch 
truckmaker Daf In 1996. Page 17 

A syndicate of banks led by Merrfll 
Lynch that underwrote the privati- 
sation of Tabacalem. the Spanish 
tobacco group, is facing big losses 
after fating to find investors tor the 
shares at the guaranteed minimum 
price. Page 17 

PepsiCo, the soft drink and snacks 
group, barely increased operating 
profits in the first quarter but a 
$4.5bn cash injection from the 
spin-off of its restaurants helped 
push earnings ahead. Page 19 

The chairman and chief executive 
of Brieriey Investments have 
resigned, prompting speculation of 
a break-up of the New Zealand- 
based group’s high profile portfo- 
lio. Page 17; Observer, Page 15 

Deutsche Tefefcom, the partly 
privatised German telecoms group, 
posted first-quarter results ahead 
of market expectations in spite of 
intensifying co mp eti t ion In its home 
market Page 20 

China Telecom (Hong Kong), the 

listed arm of China's dominant 
telecoms operator, is to pay 
HKS22.48bn (US$2.9bn) to acquire 
one of the mainland's biggest 
cellular networks. Page 22 

Banco Santander announced a 
record first-quarter net profit tor 
a Spanish bank, with earnings 
increasing 31. per cent driven by 
a strong performance in Latin 
America. Page 20 • 

I Credit Ifatnei, the French bank, 

1 announced the departure of 
Philippe Pontet, head of ClC - the 
I regional banking network it 
acquired on Monday. Page 20 

I Lloyd's of London is expected to 
approve the first of some possible 
reforms designed to accelerate its 
I transformation into a marketplace 
backed by permanent capital 
Page 10 

Acer, the personal computer 
maker, is in talks with potential 
technology partners for its loss- 
making chip arm, newly divorced 
from Texas Instruments. Page 23 

Three of Norway’s largest banks - 
Den norske, Christiania and Fokus 
- reported tower first-quarter pre- 
tax profits as competition eroded 
margins. Rage 20 

Commerzbaidc of Germany has 
held talks about taking a stake m 
Korea Exchange Bank, the coun- 
try’s biggest in terms of assets, far 
about DM500m {S27&m). Page 20 

World Equity Markets 

.Ttelatst trends and data fiom more ' 
than 50 national markets at a stance 

Page 37 


By UomJ Baber to Brussels and 
Antov Parker In London 

I - L 

German and Dutch central 
hankers yesterday came out 
forcefully against splitting the 
eight-year term of the future 
president of the European Cen- 
tral fUnUt amid signs that failure 
to settle the issue was beginning 
to rattle financial markets. 

“There are dear rules. The first 
presidency, as all other presiden- 
cies. Is for eight years. There is 
no leeway," said Reimut Jochim- 
sen, a member of the Bundes- 
bank coundL He said the row 
had damaged the credibility of 
the single European currency, 
whose initial 11 members are to 
be named at an EU summit in 
Brussels next weekend. 

The Bundesbank bag already 
unsettled markets by signalling 
thqt gftnm members of its council 
oppose a deal that would see 
Wim Duisenberg, the Dutch pres* 


German and Dutch central bankers resist idea of splitting 
ECB presidency between Dutch and French candidates 


ident of the ECB’s forerunner, 
the European Monetary Institute, 
step down after four years to give 
way to Jean-Claude Trlchet, the 
Bank of France’s governor. 

“This is beginning to affect the 
credibility of the single currency 
process,” one senior fund man- 
ager said. A London-based econo- 
mist of a large US investment 
bank said investors in Asia were 
aaVlrvg questions about the fail- 
ure to agree on the ECB job. 

Tony Blair, the UK prime min- 
ister who currently holds the EU 
presidency, discussed the ECB 
appointment in a 15-mlnute tele- 
phone conversation yesterday 
with Helmut Kohl, the German 
chancellor. British nffirfais said 
there was so far no deaL 

In public at least, the Dutch 
ramp remains adamant that Mr 


Duisenberg should get the job 
and the ECB presidency must not 
be divided. "It would be an 
extraordinary threat to the ECB 
if the eight-year term is split up," 
said Nout Weflink. the president 
of the Dutch central bank. 

Senior fund managers in Lon- 
don and New York said the 
uncertainty had raised doubts 
over whether the ECB could start 
operations as scheduled on July 
L One fear Is that the absence of 
a deal could lead to a large 
switch in funds from European 
currencies to the dollar, ending 
more than two years of relative 
currency stability in Europe. 

Jacques Chirac, the French 
president, triggered the conflict 
late last year by no minating Mr 
Trichet against Mr Duisenberg. 
wbo had the support of all 11 


other EU states. 

Financial operators said they 
were worried that EU leaders 
were concentrating too much on 
producing a face-saving deal for 
Mr Chirac and not enough on 
maintaining market confidence 
in ECB’s independence. 

Under a “gentlemen’s agree- 
ment” that had begun to take 
shape, Mr Duisenberg would be 
awarded a full eight-year term 
with an understanding that he 
would voluntarily step down half- 
way through his period in office. 

A formal summit statement 
would say that, in the event of 
his death, removal or early retire- 
ment. the top job would go to Mr 
Trichet, who would be appointed 
to the ECB's six-member execu- 
tive board. 

The German cabinet will today 



Jacques Chirac: triggered conffict by 
nominating Jean-Claude Trichet 

nominate Otmar Issing. the 
Bundesbank's chief economist 
and an anti-inflation hawk, to be 
an ECB board member. 

Editorial Comment, Page 15 
Lax, Page 16 


Aibriaht in talks with Japan’s PM 



Blind protest halts 
euro coin redesign 



Madeleine. Albright In Tokyo with Japanese prime minister Ryutero HasWmoto. The US secretary of state toned down 
US criticism of Japan’s economic recovery efforts, saying that whan America expressed concerns it did so as a good 
Mend and ally. She also signed an agreement to expand Japan's assistance to US forces In emergencies in areas 
sunxiHfing Japan, Page 6; Warview with Bsuke Sakakfoara. Page 6; Japanese jobless rate. Page 16. Ptehxa: Reuters 

Once glorious Oxford . 

only scrapes a third 


By John WUkuao, 

ConstHTier Industries Editor 

Plans to redesign euro coins to 
make them more suitable for 
vending machines have been 
shelved after opposition from 
organisations representing the 
EU's 7.5m blind and partially 
sighted people. 

A proposal by the European 
Commission to alter the thick- 
ness of the 50 cent coin to make 
it easier for machines to distin- 
guish it from the 20 cent coin had 
been rejected by the European 
Blind Union. The EBU believes 
the design of the eight coin set is 
too confusing and wants the 
Commission to rethink its entire 
plan. 

The Commission has accepted 
the EBU veto and reverted to its 
original specifications, which are 
due to be agreed this weekend at 
the summit meeting to finalise 
arrangements for monetary 
onion. 

But Europe's vending machine 
manufacturers are warning the 
coins will be used to defraud 
operators of the 7m vending 
machines across the EU. 

“We will have to live with 
these coins for a long time," said 
Catherine Pi ana of the European 
Vending Association. “We don’t 
think it is sensible to adopt the 

ori ginal designs.” 

Countries made the single cur- 


rency are anxious to begin mint- 
ing the 76bn Euro coins that will 
come into use in 2002. France 
hopes to start production this 
year. 

The regulations, approved in 
outline by the European parlia- 
ment. must be finalised by May 
15 if they are not to be subject to 
further debate. 

If there is no need for further 
discussion, they can be approved 
as part of the weekend proceed- 
ings. 

The Commission believes 
machines can be adjusted to dis- 
tinguish between the two coins. 

But manufacturers warn that 
maki Tig the machin es more sensi- 
tive would lead to a high rate of 
rejection. 

Hie designs have been dogged 
by controversy since Sweden 
objected to the use of nickel for 
three of the coins on the grounds 
that many Swedes are allergic to 
the metal. 

Hie Commission substituted a 
copper alloy called Nordic gold, 
which left the 50c and 20c coins 
with a similar “signature" for 
electronic sensors in vending 

Brussels had adjusted the origi- 
nal designs this year after the 
vending machine industry 
warned of fraud. 

But the EBU opposed the 
change, saying it wanted a com- 
plete new set of coins. 


By Staxm Target!, 

E du catio n C or re sp ondent 

Oxford, one of the world’s great 
academic institutions, is sliding 
down Britain’s university league, 
according to an FT survey. 

Once Britain’s undisputed 
intellectual powerhouse. Oxford 
hag fallen behind not only Cam- 
bridge, its ageold rival, but also 
less famous universities such as 
London’s Imperial College, War- 
wick and York. 

It signals the end of Oxbridge’s 
stranglehold cm the higher educa- 
tion system, and could spark 
fresh calls for urgent reform in 
the city of dreaming spires. 

Earlier this year, Sir Peter 
North, a former vice-chancellor, 
told the university it was at risk 
unless it modernised, and last 
month, Robert Stevens, master of 
Oxford’s Pembroke College, 
warned the university it was in 
danger of being relegated to the 
international second division. 

In the FT league table, Cam- 
bridge is the top university, fol- 
lowed by Imperial College, an 
institution that is emerging ss 
Britain’s answer to the Massa- 
chusetts Institute of Technology. 

Oxford is ranked third, ahead 
of the London School of Econom- 
ics and University College Lon- 
don, but slips below York and 
Warwick in terms of teaching. 

The FT table, based an the lat- 
est available statistics collected 
by government and other official 
agencies, records performance 
across 16 categories, ranging 


from entrance requirements to 
library expenditure. A total FT 
score has been calculated, and 
.100 per cent would require com- 
ing top In every category. 

Cambridge, with an FT scare of 
78.44, beats Oxford in almost 
every department, with tougher 
entry requirements, a better 
teaching and research record, 
and a higher proportion of 
research students. The FT table 
shows Cambridge awarded 28.1 
per cent of students a first-class 
degree in 1996. compared with 
162 per cent at Oxford. 

Imperial, with an FT score of 
77.48, nudges Oxford, on 75.25, 
into third place. It boasts a more 
impressive teaching record than 1 
Oxford, as well as a higher pro- 
portion of first-class students , 
and. in spile of Oxford’s much 
vaunted tutorial system, a better 1 
staff-student ratio. ! 

Also, imperial’s academics are 
more successful in attracting 
research funds, raising, on aver- | 
age. 239,260 ($65,560) per aca- ; 
demic in 1995-1996, compared 
with £33,730 at Oxford. 

The university, which no lon- 
ger has any Nobel prize winners 
amnng fts curr ent academic staff, 
yesterday rejected any sugges- 
tion of crisis. “We are not slip- 
ping behind," it Insisted. 

.But Oxford has launched a 
debate on its fixture, following a 
critical report in January that 
held up Cambridge as a model for 
refonu- 

sjjicon foK Page 10 


No 

Commercial Barriers. 

No 

Language Barriers. 
No 

Financial Barriers. 


CONTENTS 


World News 2-10 UK News 9,10 
Features 12 Comment & Analysis 14,15 
Companies & Finance 17-25 World Stock Markets 32-38 


Pull contents anti Lax: back page 


Welcome to 
Barclays Europe. 

A truly open market- One in which your business profits from 
improved treasury management- From optimised cashflow, reduced 
financial costs and the facility to move funds rapidly across borders. 
CaD 0800 535 354. And bienvenuc to a bener way to bank in Europe. 


hdflae etioAui ooicnauti tsr be nriWti m notemd M ntete| pfpwa 


1 






2 







FINANCIAL TIMES WEDNESDAY APRIL 29 I-*®* 


WORLD mNEWS 


EUROPE - 


INTEREST RATES ATTACK BY PRODI TOUCHES RAW NERVE 


UK bank stirs row 


over high cost of 
Italian mortgages 


By James BHtz in Rune 


A row has blown up aver the 
exist of mortgages offered by 
Italy's commercial banks 
after Romano Prodi, the 
prime minis ter, subjected 
the sector to unexpected crit- 
icism. 

In a sign of the painful 
pressures which joining the 
single European currency 
will entail for the country's 
banking system. Italian 
hanfcs are grudgingly being 
forced to cut their mortgage 
interest rates after Initially 
ruling out any change in 
lending policy. 

The row over rates - in 
which a leading UK bank 
has also been an Important 
protagonist — was triggered 
at the end of last week, after 
the Bank of Italy cut Interest 
rates for the first time this 
year, reducing Italy's bench- 
mark rate to 5 per cent 
ahead of the expected adop- 
tion of the euro. 

The cut in the cost of bor- 
rowing was welcomed by the 
government which hopes it 
will boost growth. But Ital- 
ian hw nits failed to rwaire cor- 
responding cuts in the cost 
of variable-rate mortgages, 
leaving them at about 7 per 
cent This drew attacks from 
Mr Prodi about the way they 
were making profits out of 
the customer. 


His comments reflected 
irritation at the modest 
speed with which the bank- 
ing system is responding to 
the challenge posed by immi- 
nent entry into monetary 
union. 

There has been a wave of 
Italian banking mergers 
ahead of the euro's launch, 
prompted partly by fears of 
the competitive pressures 
that will emerge. But few 
Italian banks are investing 
in sophisticated lending 
products of the kind now 
commonplace across Europe. 

Instead, they continue to 
rely on large spreads 
between the costs of lending 
and borrowing as a way of 
making money. 

Mr Prodi's can for cheaper 
mortgages coincided with 
real signs of competition, 
however. He appears to have 
been impressed by a decision 
last week from Abbey 
National Bank, one of the 
UK's leading institutions, to 
offer a variable-rate mort- 
gage to Italian customers at 
4.98 per cent - as much as 
two percentage points below 
those offered by its Italian 
rivals. 

The Abbey National prod- 
uct is complex. The bank is 
borrowing three-month lira 
at 498 per cent, so it makes 
no profit on the mortgages 
at present But Adrian Hill, 


Abbey National's chief exec- 
utive in Italy, says the bank 
will claw back profits 
as interest rates come 
down. 

“The Italian retail market 
is there for the taking ," says 
Mr HilL Within two days of 
launching its new product, 
the bank had completed 50 
new mortgage contracts and 
is now getting 3,000 inquiries 
a day from Italians across 
Italy. 

Some Italian banks, led by 
Banca Popolare di Milano, 
have since responded to the 
pressure, lowering rates to 5 
per cent, But many retain a 
poor image with the 35 per 
cent of the Italian population 
who are homeowners . 

One problem is that a 
decade ago about 850,000 
families ill-ad vised! y signed 
up for fixed-rate mortgages 
at a rate of between 12 and 
14 per cent. Italian banks 
also demand a penalty pay- 
ment of 20 per cent on out- 
standing debt from people 
wishing to leave a fixed-rate 
mortgage. UK banks demand 
about 5 per cent 

Meanwhile, overmanning 
in the sector - which needs 
to shed same 60,000 employ- 
ees, according to the Italian 
banking association (ABI) - 
means man y banks are 
reluctant to reduce income 
through lending. 


Cities qive ‘qreen’ liqht to 

low emissior 

is vehicles 

Charles Batchelor ^ 

on a new initiative * — _ ^ 


i 

I 

. i 


which seeks to 
encourage 
environmentally 
friendly transport 


T he historic centres of 
many European cities 
could be barred to all 
but the most environ- 
mentally acceptable vehicles 
over the next 10 years if an 
initiative launched this week 
is successful. 

Six cities have already 
signed up to lead the 
Alternative Traffic in Towns 
(Alter) project, which aims 
to give zero or low emission 
vehicles exclusive rights to ' 
enter their centres. But its 
promoters; who unveiled 
their plans to European 
Union transport and 
environment ministers 
meeting in the ancient 
English city of Chester on 
Sunday, hope to have 500 
taking part before too long. 

Athens, Barcelona, 
Florence, Lisbon, Oxford and 
Stockholm are leading the 
way but all the 1,400 cities in 
the EU with populations of 
100,000 people or more will 
be invited to a conference in 
Florence in October to 
consider joining. “We are 
facing severe environmental 
problems affecting the 
health of our citizens and 
the condition of our cultural 
and historic monuments." 
said Demetris Efstathiades. 
prefect of Athens. 

Restricting city centres to 
green vehicles” would 
represent a considerable step 
forward on current traffic 
calming measures such as 



Pedal power: Florence is one of six cities encouraging ‘al terna tive traffic* by giving tow et ntorio n vehicles exdushw right! to ccntuM UPP 


pedestrian -only zones and 
parking curbs and could 
allow their extension to far 
larger areas of cities. 

The problems of many city 
centres, where buses and 
taxis continue to chum out 
acrid fumes in otherwise 
car-free zones, would be 
overcome. Once the 
inhabitants of several 
hundred European cities 
start buying cars powered by 
fuel cells, electricity or gas, 
and civic Gathers order zero 
or low emission buses. 



There have been dark clouds of economic uncertainty 
. hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 


With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. With the determination to do 
everything for the economy to bounce back. 


And bounce back we will. How can we 
be so bullish about it? Because we've 
overcome other adversities before. 

And we'll do it again. 
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Bullish on Bouncing Back 
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dustcarts and limousines, 
the cost of these vehicles 
and fizel wOl come down 
sharply, argues Stuart 
Holland, chairman of 
Alter-Europe, which is 
behind the scheme. 
Alter-Europe is funded by 
the UK's environment and 
transport department 
When a battery-assisted 
bicycle can cost up to $1370 
there is a price barrier to 
overcome. Florence offered 
local residents a 25 per cent 
discount on electric powered 
scooters, free electricity and 


have pledged that when they 
replace their present public 
service vehicle fleets they 
will bay zero or low 
emission versions. 

Which type of low 
emission vehicles are 
allowed will depend on the 
city authorities, taking into 
account local preferences. 
There will be no 
Europe-wide legislation to 
impose standards, Mr 
Holland said. He compares 
this with California, which 


refuelling points throughout 
the city but abandoned the 
initiative when too few 
people took it up. 

But when a consortium of 
north European cities placed 
a joint order for 600 electric 
vehicles, prices dropped to 
the same level as 
conventional petrol-driven 
versions, said Gustav 
Landahl. spokesman for 
Stockholm. The cost of very 
expensive items such as 
AC/DC converters fell by a 
factor of ten when large 
numbers were ordered. 

The UK Society of Motor 
Manufacturers- and Traders 
welcomed the Alter 
initiative but said until 
manufacturers could see 
which specific green 
technologies were required it 
would be difficult for 
industry to scale up 
production and reduce costs. 
“Governments have to make 
a choice whether to regulate 
or encourage people to use 
certain types of low emission 
vehicle," It said. 

Local authorities have 
considerable purchasing 
power and the six lead cities 


'Governments 
have to choose 
whether to 
regulate or 
encourage people 
to use low 
emission vehicles’ 


introduced tough state 
legislation which required 
the motor manufacturers to 
meet quotas for green 
vehicles. The law was so far 
ahead of the technology 
available that manufacturers 
were unable to make 
affordable vehicles the 
public was willing to buy. 

Athens is one of a number 
of cities which has 
attempted to reduce car 
traffic by allowing odd and 
even-numbered vehicles into 
its centre on alternate days. 
But growing wealth meant 
more families could afford 
two cars and traffic has 
continued to increase. The 


city is now considering 
applying a “green" vehicle 
restriction to an eight sq km 
area of its centre. 

Florence already restricts 
entry to a 3 sq km area of its 
centre to residents' vehicles 
and is considering insisting 
they use zero or low 
emission vehicles, said 
Mario Primicerio, mayor. 

Oxford has attempted to 
restrict car use for the past 
25 years but still faces 
problems in its city centre 
where buses and other 
permitted vehicles spew out 
fumes damaging health and 
the city’s 500 historic 
buildings. It plans to convert 
its fleet of public service 
vehicles to low emission 
standards. 

Mr Holland believes that 
the green cities project will 
become as popular as the 
nuclear-free zones initiative 
he launched when he was an 
executive committee 
member of the European 
Campaign for Nuclear 
Disarmament. This led to 
large and- small towns 
throughout Europe 
displaying “nuclear free" 
signs on their main road 
approaches in the 1970s. 

Recent changes in the the 
financing guidelines 
operated by the European 
Investment Bank and the 
European Investment Fund 
allow them to back urban 
regeneration projects. This 
would provide funding for 
the traffic measures which 
would have to accompany 
the “green" vehicles scheme, 
including the roadside signs 
Mr Holland Is convinced 
many cities win be sporting 
in the next few years. 
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Arab Requblic of Egypt 

Ministry of Electricity & Energy 
Egyptian Electricity Authority (EE A) 
Two BOOT Power Plants 
in Suez Gulf and Shark 
El - Tafriaa Invitation For 
Pre-Qualifications 
IFPQ 21/98 

Reference to the EEA’s Invitation of the 
experienced Independent Power 
Producers / Developers for Pre 
Qualification , EEA announces that the 
submission date of the Pre-Qualification 
documents is Tuesday 30/6/1998 before 
12:00 Noon Instead of Thursday 
30/7/1998 


T o A d v e r f is e 


V o u r Legal Notices 


Please coni a c t 
M e I a n i e M i t c s on 
Tel: -44 0171 873 3349 

Fax: - 4 4 0 1 7 1 S 7 3 3 0 6 4 
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PUBLIC SPEAKING 

Training and (pooch w*ng by 
aMadwhingspakar. 

Rna losson too. 

"W (01 727 861 133) 
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nissions vehicle Bloodshed drowns Kosovo peace hopes 
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D V {o ™?* concede that a low-level war is being fought in the region with little prospect 
or western sanctions resolving the crisis. Guy Dinmore reports from the battiefront 

A dem Nacaj shuddered * - 

and then wept as he 

lifted the lid of the mf. 


• 'lifted the lid of the bof- 
fin containing his 30-year-old 
son Veil. “These Serbs are 
war criminals, what they 
are doing is unbelievable," 
he cried. 

In all, 19 coffins ware laid 
out in a bare room thick 
with the stench of death. 
Outside more relatives gath- 
ered to identity the bodies. 

A11 were young ethnic 
Albanian men said by the 
authorities to have been 
killed by Yugoslav army 
troops last Thursday while 
attempting to smuggle arms 
from Albania into Serbia's 
restive province of Kosovo. 

The truth may never be 
known. Villagers insisted 
that some of the dead had 
been arrested days before 
the border dashes. Skender 
Bairaktari claimed his 
brother Halil had disap- 
peared on April 19 after he 
went to buy food. 

The village - known as 
Erec to the Serbs and Hereq 
to Kosovo's ethnic Albanian 
majority - lies just lOfcm 
from the snow-capped moun- 
tains that form the border 
with Albania. Occasional 
gunfire and explosions could 
be heard from a nearby hip , 
where Serbian police, have 
pinned down suspected “ter- 
rorists” of the separatist 
Kosovo Liberation Army 
(KLA) in the village of 
Babaloc. 

Villagers said Ghjemile 
Tahiraj. a 35-year-old 
woman, had been hit in the 
leg by a sniper's bullet while 
walking' to Erec to identify 
the body of her husband 
Hasan. Cot off by the fight- 
ing, she was said to be bleed- 
ing to death and villagers 
were too afraid to rescue 
her. 

“We don’t run an ambu- 
lance service,” said a west- 
ern worker with the Interna- 
tional Committee of the Red 
Cross. 70km away in the pro- 
vincial capital Pristina, but 
she promised to investigate 
the report 

The crisis in Kosovo has 
deteriorated since special 
Serbian police . units 
launched an offensive on 
February 28 against sus- 
pected KLA strongholds in 
the central Drenica area 
near Pristina. Over 80 ethnic 
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Albanians were killed within 
a week, many of them 

Women mid chiMy ein. - 
Heavily armed police man 
checkpoints protected by 
sandbags along main roads. 
The federal Yugoslav army 


Belgrade has rejected the 
iiBtpands nf the in ternati onal 
community tar foreign medi- 
ation. There is little sign of 
even a first meeting between 

the government, which 

offers the province limited 


has .brought in hundreds of self-rule, and the Kosovo 
reinforcements, as well as Albanians, led .by Ibrahim 


tanks and artillery, -to guard 
the porous border with 
Albania. Some are digging 
positions deeper inside Kos- 
ovo near the villages of 
Babaloc and Gtotgane where 
armed ethnic Albanians are 
concentrated. The authori- 
ties report daily attacks by 
KLA ’ “terrorists” against 
police posts and what the 


ftugova who . insists on full 
independence! . 


One senior diplomat 
denied the Contact Group, 
originally fanned to tackle 
the civil war in Bosnia, 
would fall apart over Kos- 
ovo, but be saw little pros- 
pect of western sanctions 
resolving the crisis in the 
short tens. 

Further violence appears 
inevitable. If limited sanc- 
tions are imposed, possibly a 
freezing of Yugoslav govern- 
ment assets abroad, then Mr 
Milosevic will have nothing 
to lose by launching a 
full-scale offensive. If the 
Contact Cfroup prevaricates, 
as it did at its last meeting, 
Belgrade will also be encour- 
aged to. take the military 
option. 

Mr Rogova, president of 
the self-declared Republic of 
Kosovo, which Is recognised 
by no- government, has 
refused to denounce the 
KLA or even acknowledge 
its existence. His policy of 1 
passive resistance In tatters. 


Mr' Milosevic, politically he has been reduced to a fig- 


weaker than when he came 
to power 10 years ago, is 
reviving his image as Serb- 
ia's nationalist strongman, 
hi a referendum last week 


urebead- wig party, the LDK. 
is felling apart 
“I am pessimistic,” said 
Blerfan Shala, spokesman for 
the 15-strong team set up by 


overwhelmingly Mr Rogova to prepare a plat- 


endorsed his rejection of for- 
eign .mediation in Kosovo, a 


*1 am pessimistic. I don’t see a serious 
attempt by the international 
community to stop this conflict’ 


government calls "loyal 
Albanians'’. 

On the other side, the 
Democratic League of Kos- 
ovo (LDK), the main e thnic 
Albanian party, names 
numerous Albanians killed 
or wounded in villages sur- 
rounded by pohoe in Drenica 
and the border area. It also 
accuses police of arming 
Serb civilians. 

A few months ago the vio- 
lence was merely sporadic 
and there were' hopes on 
both sides of the ethnic 
divide that the long-running 
crisis in Kosovo could be 
resolved through negotia- 
tions. With well over. 120 
people killed this year 
already, diplomats now con- 
cede the conflict amounts to 
a low-level war. 


poor and rarely visited prov- 
ince that is nonetheless still 
revered for its ancient 
Orthodox monasteries. 

The US State Department 
describes the situation as 
“extremely dangerous” and 
fears Albania and Macedo- 
nia, with its large ethnic 
Albanian minority, will be 
destabilised. 

Washington says it will 
push for additional sanctions 


form for talks. “1 don’t see a 
serious attempt by the hder- 
national community to stop 
tins conflict." 

Mr Shala also acknowl- 
edges that probably no poli- 
tician within Kosovo has the 
power to curb, the KLA, 
which is funded and organ- 
ised by radical exiles among 
the Albanian diaspora in 
Switzerland and Germany. 
The poorly organised and 
equipped rebels lost one of 
their main co mmand ers in 
Drenica last month, but 
have broadened their popu- 
lar support. 

The despair among politi- 
cians In the relative calm of 
Pristina is far more intense 
among villagers who have 
sent their women and chil- 
dren to the safety of urban 


against the government of areas and their young mm 
Slobodan Milosevic, the fed- to Albania to collect arms. 


era! * Yugoslav president, 
when senior officials of the 
six-nation Contact Group 
meet in Rome today. 

The tough US stance is 
backed by Britain and Ger- 
many but less so by the 
other three members — 
France, Italy and Russia. 


“This is the guilt of 
Europe,” said one man in 
Erec, pointing to the 19 cof- 
fins. “Wbat are the Germans 
doing? You are talking ’and 
sleeping, Helmut Kohl and 
Klaus KmkeL We can only 
go into the woods now,” he 
shouted in anger. 


GIBRALTAR INITIATIVE’ OFFER OF DIRECT DIALOGUE MARKS CHANGE IN POLICY 


Madrid invites 
Rock minister 
to early talks 


By Tom Bums in Madrid 

In a reversal of its 
traditional approach. Spain 
has issued an invitation to 
the ehief minis ter of the UK 
colony of Gibraltar to attend 
bilateral talks in Madrid at 
the earliest opportunity. 

The meeting is likely to 
take place before summer. 

The effort to establish a 
direct dialogue marks a 
change from Madrid’s 
long-standing policy of dis- 
cussing the vexed problem of 
Gibraltar only with the UK 
government 

The talks are expected to 
focus on proposals by Abel 
Matutes, Spain’s foreign 
minister, for a long transi- 
tional phase during which 
Spain and Britain would 
exercise co-sovereignty over 
Gibraltar and for a subse- 
quent arrangement that 
would guarantee the Rock's 
30,000 population a large 
measure of autonomy under 
a Spanish flag. 

They will also review 
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counter-proposals by Peter 
Caruana, Gibraltar’s chief 
mini ster, to create a new 
constitutional framework 
governing relations between 
the UK and Gibraltar. 

“We want a open igenda 
for this historic meeting and 
we hope to dear the air," a 
senior Spanish diplomat said 
yesterday. A spokesman for 
Mr Carnana said Gibraltar’s 
chief minister would “wel- 
come the possibility" of 
meeting Mr Matutes. 

To break the deadlock 
over the disputed colony, 
which has bean governed by 
Britain for nearly 300 years. 
Mr Matutes proposes that 
shared sovereignty will 
remain in place for several 
generations. 

Gibraltarians would enjoy 
wide-ranging self- govern; 
ment and would maintain 
special tax privileges within 
the European Union. 

Mr Caruana, who has fre- 
quently accused Spain of 
using “bullying tactics” to 
pursue - its sovereignty- 



Patwr Canons want* to create a near consfflutionaf fraiMworic 


claims over the Rock, has 
rejected Mr Matutes’ propos- 
als as unacceptable. 

He wants to negotiate a 
new constitutional arrange- 
ment with the UK which will 
replace the Rock's colonial 
dependency with a status 
similar to that of Jersey, 
Guernsey and the Isle of 
•Man. 

Mr Matutes aired his co- 
sovereignty Ideas during 
talks with Robin Cook,' UK 
foreign secretary, in Decem- 
ber. Mb* Cock did not reject 
the plan outright, but reiter- 
ated .Britain’s commitment 


to respect the wishes of the 
Gibraltarians, as enshrined 
in the colony's 1969 constitu- 
tion. 

An opinion poll published 
an Monday by the Gibraltar 
Chronicle indicated that 35 
per cent of the Rock’s popu- 
lation wanted integration 
with the UK and a further 22 
per cent wanted a status 
similar to that of Jersey. 

Only 2 per cent erf the L200 
Gibraltarians surveyed in 
the poll supported Mr 
Matutes’s co-sovereignty 
deal, but 54 per cent backed 
a dialogue with Spain. 
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By Leyte Boulton, 

Enrironraant CocrespondBijt^ 

Ukraine is to launch a 
worldwide appeal for 3358 m 
to mak e safe the cracking 
“sarcophagus" shielding the 
Chernobyl reactor which 
blew up 12 years ago. 

Volodymyr Vassylenko, 
Ukraine's ambassador, to 
Britain, said: “This cover 
has started to crumble. If 
something Should happen in 
the sarcophagus, it will.be a 
real disaster.” ■ >• 

Ukraine has . already 
secured 3400m hi aid pledges 
to start a 10-year. repidr Sob 
an the sarc^hagus, wfoch is 
estimated to cost a total of 
$7 58m. The now’ ageing 
chiairf was constructed after 
an explosion at the Cherno- 


byl nuclear power plant cm 
April 26 1986. 

Mr Vassylenko said the 
need for Ukraine to secure 
the remaining $356m for the 
Chernobyl Shelter Fund 
would be raised first at a 
meeting of the European 
Bank for Reconstruction and 
■Development in Kiev next 
rr nffTrfh and th«»n at a confer- 
ence of the country’s aid 
donors in October. 

.He also' stressed that mak- 
ing the sarcophagus safe was 
Ukraine's main priority in 
its fist of requirements for 
coping with the aftennath of 
the accident, which damaged 
the lives of 800,000 people 
and contaminated 300,000 
hectares of 1 arable land and 
forest 

But he maintained that 


Ukraine still needed western 
funding to complete two 
unfinished Soviet-bunt reac- 
tors, as a condition for dos- 
ing down the one reactor 
which Is stQl .capable of 
producing' electricity at 
Chernobyl. A Ukrainian 
promise to close it down by 
2000 has become embroiled 
in a row ova: western fund- 
ing for the two unfinished 

reactors at KhnwlTritBlry and 

Rivne power plants. He said 
the Chernobyl reactor was 
safe, and might reopen after 
some maintenance work 
next month because Ukraine 
needed it for its economy to 
function. 

“It is impossible to switch 
off the Chernobyl power | 
plant like turning off the I 
light switch in the home.” i 


Pursuant to Article 277, paragraph 2, of the Companies Act, and Article 52. paragraph 1 , of the Articles 
of Association of Zagrebafika banka dd., the Management Board of ZagrebaCka banka d.d. passed, 

on 21 April 1997, 

Decision (no. 2838/98) on Calling 


Annual General Meeting of Shareholders 
of Zagrebacka banka d.d., Zagreb, Croatia 


to be held on 8 June 1998, at 12:00 hours, at tha Vfedroslav Usinski Concert Hail, 
Trg Stjepana RadiCa 2, in Zagreb. 


Zagrebacka banka dd 


The Mowing agenda for the Annual Genera) Meeting has been 


1 The report of the Supervisory Board 

2 The 1997 Annual Report of Zagre ha& ka banka iLd. 

a) Decision on approval and adoption of the Annual 
Report of ZagrebaCka banka for the year ended 31 
December 1997; and Report on State of Affairs of 
Za gn ebaSka banka (forming an integral part of the 
Annual Report) 

b) Decision on the appropriation of profits 

3 Approval of conduct of the Management and 

Super v isory Boards 

a) Decision on approval of conduct of the hfamagement 
Board 

b) Decision on approval of conduct of the Supervisory 
Board 


4 Decision on remuneration for the Supervisory Board 
members 

5 Estab li shment of termination of office of a Supervisory 
Board member and the election of a new member 

a) Decision on establishment of temiination of office 
of a Si^servfsory Board member, Dr. Mato Perak 

b) Decision on ele ction of Ms NedBjka Sarifc a member 
of the Si«ervfeory Board 

6 Decision on the appointment of auefitora of Zagrebafcka 
banka cLd. for 1998 

7 Ameruhnents to the Articles of Association 


1 The Management and Supervisory Boards propose that the 
Stperviaory Boerdb Report on Supervision ot Operations of 
Zagrebafika banka d-d. in 1997, and the Annual Report of 
Zagrebafika banka dd for the year ended 31 December 
1997, be approved. 

2a The Management end Supervisory Boards ha® dehied the 
Annual Report of Zhgrebafika banka Tor the year ended 31 
December 1 &?7 and tha Report on State of Affairs erf 
Zagrebacka banka (forming an Integral part of the Annual 
Report}, and propose that the General Meeting pass the 
decision on the approval of the relevant documents. 

2fo The Management and Supervisory Boads propose that the 
General Meethg pass the Derision on Appropriation o( Profits 
of Zagrebafika bentei dxL for 1 997 , stating that ZagrebaCkB 
banka cLd. made profits (after taxation) in me amount erf 
HRK 267,789,090.14 tithe year ended 31 Decerfoer 1997, 
and proposing that profits be alocated as follows: 

A portion of profits amounting lo 1-ffK 71 360,815.38 shall 
be cfobursed to the shareholders as dMdend3, the dMdend 
payable on the A. B and D series ordhary shams being equal 
to 7% of the shares* nominal amount, the dvidend payable on 
the C series preference shares equal to 11 %, and the dividend 
payable to the E series preference shares equal to 7% ofthe 
shares' nominal value calculated on the bests of the kma 
countervalue of the shares' nominal amount at the mean rate 
of exchange determined as the arithmetic mean of the Bankb 
settng end buying exchanga rates for DM at the dale of dvidand 
disbursement, and the rematifng profits h the amount of HRK 
1 96,428374.76 shat be aBocated to the Bank* reserves. 

3a The Management end Supervisory Boards propesa that the 
Genera! Meeting pass the Derision on Approval of Conduct 
of tha Management Board Members. 

3b The Management and Supervisory Boards propose that the 
General Meeting pass the Decision on Approval of Conduct 
cr{ the Supervisory Boerd Members. 

4 The Management and Supervisory Boards propose that the 
General Meeting pass the fofowfrig Decision, laying down 
the remuneration of the members of the Supervisory Board 
of Zagrebafika banka dd.: 


Members of the Supervisory Board shall be pad a or»<rff 
consideration in the amoent of HRK 1 .(300 per meeting tor thair 
attendance at the Supervisory Boad meetings during 1998. 

A member of the Supervisory Board shal be entitled to the 
above consideration only ff (s)h9 has attended a particular 
meeting. 

Apart from tha consideration referred to in paragraph 1 of this 
section, members of the S 40 ervisory Board shafl also be entitled 
to the ret'nbursement of travel expenses arisen in connection 
Wih their attendance at a meeting of the Supervisory Beard. 

Whan cfeburstig the amounts of consfoeration referred to ti 
paragraph 1 erf this section and the travel expenses referred to 
ti paragraph 3 of this section, the Bar* shaDpey ;the respective 
income tax febffilies calculated, by applying a translated rate, 
at the highest rate (35%), and tha surtax laities calculated at 
tha rale ruing at the place of the members permanent resfoenca 


Members of the Supervisory Board shal also be entitled to e 
one-off yearly remuneration. 

ThoGsnerai Mssttig of SherehcMareshsS dtffimrtieiheerrwrt 
and method of dsbureement of the above yearly remuieraticin 
at the meettig when the Decekm on Approval of the Annual 
Report sheK have betn taken. 

The amount erf the remtneratioo shal depend on trig rasirfts for 
the financial year. 


In the \®ar ended 31 December 1997. the Bank mede profits 
(after taxation) In the amount erf HRK 267,789,090.14. w this 
meeting, the General Meeting of Shareholders has approved 
the Report on state of affairs the Bank. The amount of 
remuneration of the Siper«9ory Board members for their oonduct 
In 1997 has been determined as 0.200% of the Bank's profits 
after taxation. 

The Vice-chairman's remuneration shal be 12.5% higher than 
the remuneration of other members of the Supervisory Board, 
and the Chairman's remuneration shal be 25% higher than the 
remuneration of other members erf the Supervisory Board. 

The dtebursement ot remuneration under this Decision shal be 
charged to currant yearb operattig coals, and the payments 
shal be made within 30 (thirty) days after the Decision has been 


When disbursing the amomts of remuneration referred to rn 
this section, the Bank shaB pey the respective income tax 
lab&tes calcUated, by applying a translated rate, at the highest 
rale (35%), and the surtax liabilities catcuteted at the rats ruing 
at the piece ot tha member's permanent residence. 


5a The Management and Supervisory Boards propose to tha 
Annual General Meettig to pass, ti compfonce with Article 
43 of the Articles of Association of Zagrebafika banka and 
. Article 275 ot the Companies Act, the Decision stating that 
the office of a member of the Supervisory Board, late Dr, 
Mato Perak, terminated on 22 Ju» 1987 pursuant to Article 
43 of the Articles of Association ot Zhgrabafika banka d.d 

5b Pursuant to Article 256 of the Companies Act and Article 44 
of the Art bias erf Association of Zagrebafika banka d.d, and 
ti connection with Article 55 thereof, the Sifoenreory Board 
proposes that the General Meettig approve the Derision on 
Section of Ms Nerifka Sarifi a Supervisory Board Member, 
to reriaoe Dr. Mato Perak. 

6 The Supervisory Bead proposes to the General Meeting 
that the Derision on appointment of auditors of Zagrebafika 
banka dd. be approved, whereby KPMG Audtt Pte, London 
end KPMG d. 0 . 0 . m reutriju, Zagreb are appointed auditors 
of Zagrebafika banks d.d. for the year endng 31 December 

* 1998. 

7 In compQancewtth Article 81 ofthe Articles at Association 
of Zagrebafika banka d.d., the Supervisory Board proposes 
the foflowtng amendments to the Articles of Association to 
be approved by tha General Meeting: 

Article 1 

Article 24. para 1, is amended to read as (blows: 

“The Bank* Management Boato shal be comprised of 5 (five) 
to 9 (nine) members. The Supervisory Board is authorised lo 
decide, upon the proposal of Chairman of the Management 
Board, on the number of Management Board members.' 

Article 2 

Other provisions of the Articles of Association shal remain the 
same. 

Articles 

The above amendments to the Articles of Association shal 
come into force on tha day of their entry in the Trade Register, 
and they shall apply as of the election ot a new Management 
Board after the expiry ofthe term ot efflee of the present 
Management Board. 

The Supervisory Board is authorised to define the revised text 
of the Articles of Association. 


If there be no required quorum to pass decisions at the Annual 
General Meeting, as stforiated by ihe Articles of Association, 
tha Annua) Genera! Meeting shafl be adjourned and the next 
Annual General Meeting held at the same place on 15 June 
1998. at 12:00 hours. 

The shareholders emitted, to rote are hereby invited to attend 
the Annual General Meeting. The shareholders may authorise 
financial institutions end authorised associations of sherehoidere, 
or other persons, to repnssent them at the Annual General 
Meeting ti the capacity es proxy, and they must give their proxies 
tistnjctions as to how to vote at ihe Annua! General Meeting 
on the items considered. 

Each DM 100 of nominal value erf voting shares shall carry one 
vote at the Annual General Meeting. An tidMdual shareholder 
may alone, or with other shareholders, hold the maxtirtijm ol 
5% of the total nunber ot votes repre s ented at the Annual 
General Meeting. Voting shares exceeding this percentage shat 
carry no voting rights. 

A shareholder, or their proxy titenefing to participate in tha work 
of the Annual General Meeting Is required to Be a written 

application with the Management Board fifteen days prior !o 

foe Annual General Meeting at the latest Such shareholder 
shaT deposit their shares, or special certificates, with the Bank 
fifteen day prior to the Annual General Meeting at the latest. 
Applications for participation era submitted and the shares 
depoeled in Legal Department, Share Regisier Offica, al 
Paromlnska 2, Zagreb. 

The votes of the shareholders present or duly represented at 
the Annual General Meeting cast by means of origtial and duly 
signed voting papers submitted prior to the Annual General 
Meeting shal be consWerad at the time of voting at the Amuri 
General Meeting. 


Zagrebafika banka d.d- 

PeromSnska 2. Zagreb 
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EUROPE 


Kiriyeilko set to Referee errors become 

streamline cabinet an a ^ a ‘ r of state 


By Ctnystia Freeland to Moscow 

Russia's new government 
began to take shape yester- 
day, as Boris Nemtsov, the 
reformist former provincial 
governor, and Victor Khris- 
tenko, a finance ministry 
technocrat were named dep- 
uty prime ministers. 

The appointments fol- 
lowed a meeting between 
President Boris Yeltsin and 
Sergei Kirlyenko, the new 
prime minister, who won a 
bitter confirmation battle 
with parliament last week. 

As had been expected, a 
number of other senior min- 
isters have kept their jobs. 
Zadornov, a respected lib- 
eral, will stay on as finance 
minister. Yevgeny Prima- 
kov, the powerful foreign 
minister, Sergei Stepashin, 
the recently appointed min- 
ister of the interior, and Igor 
Sergeev, the minister of 
defence, will all keep their 
posts in the new cabinet. 

Mr Kirlyenko’s half-formed 
government will be s limmer 

ttian ibo unwieldy TnarViiriP 

ruled by his predecessor. Mr 
Nemtsov and Mr Khristenko 
were named deputy prime 
ministers, not first deputy 
prime ministers, the title 
given to the two most senior 
ministers in the old cabinet 

No other deputy minis ters 
were named yesterday, sug- 
gesting that Mr Kirlyenko is 
succeeding in his plan to cut 
the number of posts in the 
government A government 
spokesman said that a spe- 
cial cabinet presidium, to 


which only the mast senior 
ministers would belong, 
would have a strengthened 
co-ordinating role. 

Thinning the cabinet could 
boost authority of the new 
deputy prime ministers. 
Boris Nemtsov, the new pre- 
mier's former political men- 
tor. said his own power 
would be expanded. 

"This is because the num- 
ber of deputy prime minis- 



Nemtsov: more power 

ters will be cut and thus the 
powers of those who remain 
will increase," he told the 
news agency Interfax. 

The biggest surprise in 
yesterday's appointments Is 
Mr Khristenko's elevation. 
Although he has won respect 
as a skilled technocrat in the 
finance ministry, where he 
served as deputy minister, 
he Is not very well known. 

A former businessman 
from the Siberian city of 
Cheliabinsk. he was brought 


in to the finance ministry by 
Anatoly Chubais, the 
reformer sacked from the 
cabinet last month, and han- 
dled relations between the 
regional and federal budgets. 

Mr Khristenko’s appoint- 
ment could mean that the 
new cabinet will be domi- 
nated by technocrats who. 
like Mr Kirlyenko hims elf 
are reformist but favour a 
less confrontational style 
than the “young wolves" 
who led the liberal faction in 
the previous cabinet 

Officials said they expec- 
ted Mr Khristenko to be 
responsible for federal-re- 
gional relations, including 
the troubled issue of federal 
subsidies and the division of 
tax revenues between 
Moscow and the provinces. 

Officials said that Mr Yelt- 
sin would meet Mr Kiri- 
yenko tomorrow to deter- 
mine the rest of the 
appointments to the new 
government 

The Kremlin administra- 
tion. which some observers 
speculated had lost some of 
its influence over the presi- 
dent during the tense politi- 
cal crisis of the past month, 
appears to be exercising a 
strong voice in the formation 
of the new government 

Valentin Yumashev, Mr 
Yeltsin's chief of staff, 
attended yesterday’s meet- 
ing between the president 
and the prime minister. 

The Kremlin also re-ap- 
pointed Nikolai Aksenenko, 
a rising young reformer, as 
transport minister. 


By Paul Betts in MBas 

An extraordinary sequence 
of errors in favour of Juven- 
tus, the Turin soccer club 
owned by the Agnelli family, 
became an affair of state yes- 
terday when the Italian par- 
liament called for urgent 
measures to ensure higher 
refereeing standards. 

On Sunday, the referee in 
Juventus' match against 
Inter Milan refused to grant 
the Milan club a penalty for 
a dear foul against Ronaldo , 
the Brazilian superstar. The 
decision has had wide rever- 
berations in a sport that has 
become big business. 

The victory virtually 
secures the Serte A (premier 
league) championship for 
Juventus, wrecking the 
chances of Inter Milan, 
which until then had only 
been one paint behind. 

The decision followed a 
recent string of other deci- 
sions favouring Juventus. 
The previous Sunday, Juven- 
tus beat Empoli 1-0 after the 
Tuscan team was refused a 
goal. 

Walter Veltroni, the dep- 
uty prime minister and a 
Juventus fan, told parlia- 
ment that the referee errors 
had become “ a serious prob- 
lem” and the government 
intended "to find a remedy”. 

Massimo Moratti, the 
chairman and controlling 
sh areholder of Inter Milan, 
said he was considering 
dropping out of soccer after 
investing billions of lire to 
rebuild the club and prepare 
it for a stock market listing. 

Marco Tronchetti Provera. 




Painful moment: Ronaldo shows fas rafaqppimms with a tackle by 
Marie tufiano of Juvenlua; die referee refused a penalty AP 


the f-Hairman of Pirelli, the 
tyre group, which holds 13 
per cent in Inter Milan, crit- 
icised the lack of profession- 
alism among referees. He 
protested that “future share- 
holders Of clubs planning- to 
be listed on the stock market 
should not risk being penal- 
ised by unprofessional refer- 
eeing behaviour”. 

A large number of Serie A 
teams are now planning 
stock market u«Hr>gR and are 


expanding into new mer- 
chandising and other lucra- 
tive business activities. The 
latest was a public share 
issue which closed yesterday 
by Lazio, the Rome dub. 

The Italian football federa- 
tion held a meeting in Rome 
yesterday with representa- 
tives of referees. There have 
already been suggestions of 
electronic devices and televi- 
sion cameras to avoid 
human errors. 


NEWS DIGEST 

EMU STABILITY 

___ Ul.-.lll 

Dutch bank warns 
politicians on deficit 

The Dutch cental bank yesterday warned 
that th«r spending plana were in danger of ™ 
try out of Bne with the European Union s stability pact, a cor- 
nerstone of monetary imion (Emu)- 
Nout Weffink. who took over as governor test y«nrom 
Wim Duisenberg, said some FI 16bo (58bn) In vnnata#s over 
the past four yearn had been put mostly towards tax cuts 
rather than a further reduction in tha budget dwcit 
This was a “missed chance" at a tone when ^ oooncHriy 
was performing well. At 1.4 per cent of gross domestic pmo- 
uct for 1997, the deficit was well below the monetary union 
norm of 3 per cent but Jt was threatening to edge up ™ year 
to 1.5 percent 

This would be unfortunate, safd Mr Wefflnk. pointing out 

“The part provides, for good reasons^ that across the 

ness cycle countries should strive for a budgetary position 

ckaa to balance or in surplus.' ' 

The warning came as the campaign for a May 6 9*™*“ 
election entered its find week. Gordon Cramb, Amsterdam 

T OXIC W ASTE SPILL _ 

Farmers claim losses of $78m 

The toxic spW in southern Spain has cost millcra of dollars in 
crop losses and left thousands of acres of farmland barren for 
the next 25 yews, the Confederation of Farmers and Live- 
stock Organi sa tions said yesterday. 

it estimated erdtisd agricuttirai losses at Pta12bn ($78m). 
mostly in rice, cotton and fresh fruits and vegetables. It said 
13,355 acres of crop land would be left barren as a result of 
the spill. “It's not only an ecological disaster, It’s a big social 
(Ssaster as it affects people and their sustenance," said a 
confederation spokesman, Jesus Larena. 

Some 167 cu feet of contaminated waste burst on Saturday 
from a giant reservoir at the Aznaidottar mine, owned by a 
CanacBan-Swedish company, BoBden. AP, Madrid 


DANISH STRIKE 


Use growth dividend, Paris told 


By Robert fraham la Paris 

An influential advisory 
council yesterday urged the 
French government to 
ignore calls from its EU part- 
ners for a farther reduction 
In the budget deficit and 
instead to use the "dividend" 
from strong growth to sus- 
tain consumption and create 
jobs. 

In the first of its statutory 
bi-annual comments on the 
economy, the state-funded 
Conseil Economique et 
Social warned that even 
with the economy achieving 
3 per cent growth this year, 
there would he insufficient 
impact on the number of job- 
less. 

The report was unveiled in 


front of Lionel Jospin, prime 
minister, the first head of 
government to attend the 
event in person. 

The conclusions of the 
“wise men" are bound to 
provide fuel for a powerful 
segment of the Socialist-led 
government’s supporters, 
which insists France ignore 
the demands of further bud- 
getary restraint imposed by 
membership of the euro. 

Instead, the left wants a 
modest 1999 budget deficit 
target of no more than 
per cent of GDP with the 
extras from the economic 
recovery devoted primarily 
to social spending. i 

The debate is expected to 
gather steam as the frame- 
work of the 1999 budget 




begins to be fleshed out after 
the summit this weekend to 
launch the euro. Mr Jospin 
himself indicated last week 
he Savoured a modest rise in 
the level of public spending 
next year. 

The Rank of France and 
the Ministry of Finance have 
already cautioned that these 
demands risk being counter- 
productive. since such a 
path risks confrontation 
with other members of the 
euro-zone, notably Germany. 

They add that it is best to 
work towards a balanced 
budget now to provide room 
for manoeuvre when the 
cycle turns. 

Yesterday's report believes 
it will require annual growth 
rates of 3.533 per cent over 


the next five years to bring 
unemployment down from 
the current 12.1 per cent to 
73 per cent 

The report urges the gov- 
ernment to improve the 
investment climate with a 
special stimulus to research 
and development, pointing 
out that France has fallen to 
13th in the world patents 
league. It also favours a big- 
ger public works push, espe- 
cially in the housing sector, 
where there is a shortfall of 
350,000 units. 

The council also suggests 
a gradual five percentage 
points cut in the VAT rate 
from the present average 
high of 20.5 per cent, to 
release extra consumer 
spending. 


Belgian premier 
survives vote 


By NeS Buckley to Brussels 

Belgium’s prime minister. 
Jean-Luc Dehaene, last ni ght 
survived a vote of confidence 
over the embarrassing 
escape of the country’s most 
notorious criminal last 
week, after sacrificing the 
national police chipf 

Deputies voted 81 votes to 
64 against the opposition 
mntinn, with one abstention, 
after the four coalition par- 
ties nnitpri b ehin d the gov- 
ernment. However, the 81 
votes exactly matched the 
number of MPs in the gov- 
ernment parties, indicating 
solid support for the opposi- 
tion parties. 

The result was another 
success for Mr Dehaene, one 
of Europe’s most tenacious 
political survivors, and for 
his strategy of jettisoning 
two ministers last Thursday 
and putting pressure yester- 
day on Willy Deridder, head 
of the gendarmerie, to 
resign. 

A defiant and animated Mr 
Dehaene told parliament the 
government would acceler- 


ate its promised programme 
of legal reforms. These 
would focus on merging Bel- 
gium's two police forces, the 
gendarmerie and judicial 
police, attached to the 
c ou r ts , and creating a new 
supreme justice council to 
oversee the legal system and 
vet the appointment of 
judges. 

He added that the govern- 
ment had to stay to ensure 
Belgium completed its safe 
passage into European mon- 
etary union - with EU lead- 
ers meeting this weekend in 
the Belgian capital to con- 
firm which countries would 
be members. 

Defending his government, 
which has put qualification 
for Emu at the heart of its 
political programme, Mr 
Dehaene said the single cur- 
rency was of “major impor- 
tance" for Belgium. 

But opposition leaders 
argued that the paedophile’s 
escape had demonstrated the 
failure of the government’s 
entire programme to meet 
the concerns of Belgian citi- 
zens. 


Transport and trade hit 

Sections of Danish industry were again paralysed yesterday 
on the second day of a national strike as tha employers’ fed" 
oration said It would consider a trade union proposal to 
restart staDed negotiations. 

Key transport services suffered severe disr u p ti on yesterday, 
heightening concern among importers and exporters over the 
impact on trade. Saab Automobile said it would be forced to 
halt its entire SwecSsh production from tomorrow because 
supplies of Danish-made components had been blocked. 

The strike, involving more than one-quarter of Denmark’s 
workforce, was triggered when union members refected a 4.5 
per cent pay increase for this year and 4 per cent next. Dan- 
ish inflation Is currently 2J3 per cent 

Denmark's prime minister. Poul Nynp Rasmussen, yester- 
day repeated hte resistance to caBs for government interven- 
tion to end the strike. Greg Mctvor, Stockholm 


TURKISH POLITICS 

Yilmaz denies caretaker claim 

Turkish political leaders appeared yesterday to be on the 
verge of abandon!^) an agreement reached last week to hold 
general elections In March 1999. 

Mesut Yilmaz, leader of the minority three-party coalition 
government denied that he had reached a formal agreement 
with the People’s Republican party (CHP), a small opposition 
social democratic party, which has supported the government 
in key partiamentary debates, to form a caretaker administra- 
tion in October ahead of the pods. 

Mr Yilmaz called on Deniz Baykal, foe CHP leader, to 
“rethink" his claims that the government would give way to an 
a dmi ni stra tion of independent technocrats in the autumn. He 
said that at last week’s meeting with Baykal “we did not defi- 
nitely agree on a [caretaker] government Mr Baykal gave 
public opinion foe impression that this was agreed. Mr Baykal 
should rethink this issue." 

However, Mr Baykal hit back at Mr Yilmaz. He said: “He 
should other stand by the agreement he made and show his 
morel courage or forego the opportunity of showing he is 
being serious and giving Turkey the chance of reaching a sta- 
ble future." John Barham, Ankara 
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gggjALSEC UWTY ECONOM I C GROWTH MEANS SYST EM W ILL REMA IN SOL VENT UNT IL YEAR 2032 

Good news for US pensioners 


^6«»dBalcar fa Wastargtoa 

The long-term chalipnga of 
how to pay for future gener- 
ations of retired Americans 
eased a little last year, due 
to rapid economic growth, 
falling unemployment, and 
low inflation, the Clinton 
administration said yester- 
day. 

In the a nn ual report on 
the financial health of the 
Social Security system, the 
state pension scheme, the 
system's board of trustees, 
said the projected date at 
which it becomes insolvent 
has slipped by three years 
since their last forecast, to 
2032. 

Administration officials 
attributed the improvement 
to Vast year's agreement with 


Congress on a balanced bud- 
get and to generally sound 
economic Trmnagq^ gnt 
“These outcomes are the 
direct result of the enact- 
ment of the Balanced Budget 
Act and the recent strong 
performance of the econ- 
omy * said Robert Rubin, the 
Treasury secretary, who is 
also a member of the Board 
of Trustees. 

But at the same time , the 
trustees said Medicare, the 
health insurance programme 
far the elderly would move 
into the red more quickly 
than had been previously 
thought 

Medicare is now prelected 
to become insolvent in 2008, 
not 2010 as forecast in last 
year's budget 
Officials also warned that 


the improved climate for 
social security did not mean 
that action to shore up its 
finances could be postponed. 
"Although there is no imme- 
diate financial crisis, the 
time to act is now to prevent 
a crisis from ever occur- 
ring,” said Social Security 
Commissioner Kenneth 
Apfel 

Social security is a "pay as 
you go" system, in which 
current gmerations of work- 
ers contribute payroll taxes 
to provide pensions for cur- 
rent retirees. 

Because there are still 
many more workers than 
retired people, the system 
will continue to generate 
surpluses for at least the 
next 15 years, the trustees 
say. After that, the accumu- 


lated surpluses in the trust 
fond should he sufficient In 
principle to cover the grow- 
ing cast until 2032. 

But the so-called trust 
fond surplus is in fact some- 
thing of a mirage - It con- 
sists entirely of money 
already lent to the US gov- 
ernment for other spending 
purposes, if it is ever to be 
used to pay future pensfon- 
. era, the government would 
have to repay that debt, 
which would mean catting 
spending or raising taxes. 

For that reason. President 
BOl Clinton has called for a 
national debate on how to 
share up social security in 
the medium term. In Janu- 
ary, he asked Congress not 
to spend or give back in 
taxes any budget surpluses 


in the neat few years until a 
solution to sodal security’s 
problems had been found. 

Mast members of Congress 
have broadly agreed with 
the idea of setting aside fis- 
cal surpluses, but there is 
little consensus on reform 
necessary to social security 
itself. 

Mr Clinton is u r gin g delay- 
ing serious consideration 
until after congressional 
elections In November. 

Medicare’s problems are 
much more pressing. Last 
year’s balanced budget 
agreement reduced some of 
the system’s long-term costs 
by capping fees paid to 
healthcare providers, but 
most analysts believe that it 
needs radical reform to avert 
financial collapse. 


Stock markets jostle to boost 
share of overseas listings 

NYSE and Nasdaq are campaigning fiercely to attract hundreds 
of companies eager to raise US funds. John La bate reports 


T he New York Stock 
Exchange and Nasdaq 
Stock Market, the two 
largest US trading stock 
market systems, are in the 
midst of aggressive overseas 
campaigns to increase the 
number of non-US compa- 
nies they list 
They are seeking to attract 
the hundreds of pmtipanipc 
which are eager to raise 
funds in the US. These busi- 
nesses range from estab- 
lished European giants to 
formerly state-owned utili- 
ties in emerging markets. 

"The NYSE has decided to 
make the growth of its inter- 
national business a prior- 
ity,” says Georges Ugeux, 
group executive in charge of 
international and research 
progr am mes at the NYSE. 

Mr Ugeux, a Belgian 
national now living in New 
York, was hired 18 months 
ago by Richard Grasso, 
NYSE chairman and chief 
executive, to spearhead the 
exchange's overseas expan- 
sion. Mr Grasso is seeking to 
double in the next three 


years the 350 non-US compa- 
nies which list on the 
exchange. 

Each month the two exec- 
utives travel outside the US, 
most recently meeting lead- 
ers in China, in attempts to 
court companies which want 
to join US m arkets. 

The NYSE may face tough 
competition from the Nasdaq 
stock market Last month 
Nasdaq stunned the finan- 
cial world by announcing it 
had agreed to acquire the 
American Stock Exchange, 
the third largest US 
exchange. The boards of 
Nasdaq and the ASE have 
a pp ro v ed the deal share- 
holders of ASE are to vote 
on it in June. 

If the mer ger is finalised, 
the combination of Nasdaq's 
electronic dealer market and 
the ASE’s floor trading and 
options business could work 
to attend the exchange’s list- 
ings beyond its traditional 
bank of high technology 
companies. Nasdaq is eager 
to expand its presence with 
larger, more established 


o verseas companies, and it 
see6 its merger with the ASE 
as a way to do it 

“Since the non-US investor 
community recognises a 
stock exchange more than a 
dealer market, it will be 
easier to describe who and 
what we are,” says Frank 
Zarb. chief executive and 
chairman of the National 
Association of Securities 
Dealers,' the body that over- 
seas Nasdaq. 

Nasdaq currently lists 454 
non-US companies. It hopes 
to at least double that in the 
next three years. 

Nasdaq is trying to over- 
come a perception that It is 
dominated by high-tech com- 
panies, especially fast grow- 
ing start-ups eager to test 
the US capital markets. 
Large, well established com- 
panies in nontechnical sec- 
tors often prefer to raise cap- 
ital in the US with a listing 
on the more prestigious 
NYSE, world’s largest 
exchange by market capital- 
isation. 

The Nasdaq market is pri- 



Ugetac International business a priority 


manly an electronic dealer- 
driven marketplace, and, 
unlike the NYSE and the 
ASE, does not operate under 
a traditional auction system. 
Nasdaq came under intense 
regulatory scrutiny in 1996 
for the dominance of a few 
large brokerage bouses. 
Reforms have since been put 
in place to address this 
issue. 

Both the NYSE and the 
ASE are having to consider 
bow future changes in tech- 
nology and regulations could 
alter the way non-US com- 
pany shares are traded in 
the USl The current system 
of American- Depository 
Receipts, or ADRs,. may 


increasingly be replaced by a 
system of direct listings of 
non-US shares on US 
exchanges. 

The NYSE recently 
announced its intention to 
lannch a pilot programme 
aimed at considering direct 
listings of non-US ordinary 
shares on the exchange. “I 
think the world is going 
gradually to ordinary 
shares,” says Georges 
Ugeux. 

“I would be extremely sur- 
prised if in 10 years we hid 
not reached the settlement 
and clearance level of facil- 
ity that exists in the bond 
and foreign exchange mar- 
kets.” 


Weak 
aircraft 
demand 
hits US 
orders 


Orders for costly 
manufactured goods rose 
modestly in March, the US 
Commerce Department said 
y este r day, restrained primar- 
ily by weak demand for new 
commercial aircraft. Renters 
reports from Washington. 

Orders for all types of 
durable goods from comput- 
ers to military tanks 
increased 0.4 per cent to a 
seasonally adjusted 
$186J53bn in March following 
a revised 0A per cent fan in 
February. The March rise 
was smaller than the 09 per 
cent forecast by Wall Street 
economists. Shipments of 
finished products rose but 
order backlogs declined for a 
second straight month. 

The report suggests some 
momentum in US manufac- 
turing industries, though a 
08 per cent drop in unfilled 
orders during March to 
$5l3Dlbn on top of a 0.5 per 
cent decrease in February 
points to a potential slowing 
In production ahead. 

Meanwhile, US consumer 
confidence rebounded back 
is April, nearing a 29-year 
high as Americans regained 
their op ti mism that the US 
«w»wny would continue to 
grow at a healthy pace. AP 
reports from New York. 

The Conference Board 
reported yesterday that its 
index of consumer confi- 
dence rose to 136.7 in April 
from a revised 133.8 in 
March. April’s figures topped 
Wall Street analysts’ expec- 
tations. The index reached 
137.4 in February, its highest 
level since June 1969. 

The upturn in confidence 
strongly suggests that the 
US economy will continue 
its solid, stable growth,” said 
Lynn Franco, associate 
director at the Conference 
Board, a New York private 
research group. “While the I 
current pace of economic 
growth could slow, there | 
continues to be little chance 
of either an economic cool- ’ 
ing or overheating in 
TnrmfliR ahead.” 


NEWS DIGEST 


CHIPMAKER PROBE 

FTC taking depositions 
from Intel executives 

The Federal Trade Commission has stepped up its antitrust 
Investigation of Intel, the world's largest chipmaker, and 
recently began taking sworn depositions from foe company's 
executives. Intel said the investigation had moved on from a 
“document gathering” stage to the taking of depositions. The 
company said It had been co-operating fuRy with commission 
staff and would continue to do so; it was confident it would 
be vindicated. 

“The Investigation is extremely broad, covering Rteraity 
every aspect of our business,” Intel said. The company noted 
that the FTC had recently reviewed two separate acquisitions 
by Intel and found no violations of antitrust laws in either case 
after several months of investigations. 

Separately, Intel has appealed against a preliminary ruling 
by a federal court in Alabama In a dispute with Intergraph, a 
manufacturer of computer workstations, that it might have 
acted In restraint of trade. Louise Kehoe, San Francisco 

VENEZUELAN ALUMINIUM 


Union blow to privatisation 

Venezuela's labour unions have dealt a further blow to the 
government, which is struggling to relaunch its $2bn alumin- 
ium privatisation after foreign investors pulled out last month. 

Unions said this week they would not approve any changes 
in the sales contract proposed by the government to accom- 
modate investa- concerns. 

Investors are pressing the government to shut down some 
production lines, which would make hundreds of workers 
redundant, said Estiito Garcia, who heads one of the alumin- 
ium corporation’s four unions, in a document presented to 
President Rafael Caldera, the unions called for the resignation 
of key company officials and the head of the CVG holding 
company, blaming them for foe deterioration of the production 
plants, and the failed privatisation. 

The country's largest party, M3, also said responsibility for 
the faaure would have to be established before it would 
approve changes to foe contract. Raymond Cofftt, Caracas 


ARGENTINE TELEPHONES 

Band sales delayed in court 

Plans to sell the concessions for two personal communication 
system (PCS) bands in foe greater Buenos Aires area have 
once again been delayed in the Argentine courts. 

In a new twist after more than six months of court delays, 
foe Canadian company Tdtesystem paid US$1 m to foe court 
on Monday to guarantee that its successful appeal against 
foe terms of foe telephone tender would freeze foe sale pro- 
cess once more. 

The company had appealed against a modification to foe 
terms of the offering which allowed foe country's two base 
telephone operators, Telefonica Argentina and Telecom, along 
with a third provincial cellular phone company, Campania de 
Tetecommunicaciones del Interior (CTQ, to better any other 
offer in a second round of bidding. 

The government said ft would appeal against the latest 
court decision. Both Telecom and Telefonica Argentina, which 
share a monopoly over foe country's basic telephone service, 
were originally banned from bidding when the tender was first 
floated in May 1997. Andrea Campbell, Buenos Aires 
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ASIA-PACIFIC 


NEWS DIGEST 


REGIONAL SECURITY 


Japanese-US defence 
support agreement signed 

Madeleine Albright, US secretary of stale, who is visiting 
Japan, and Keizo Obuchi, Japanese foreign minister, yester- 
day signed a logistical support agreement to expand Japan's 
assistance to US forces in emergencies in areas surrounding 
Japan. The agreement was signed as the Japanese govern- 
ment submitted legislation to the Diet to implement revised 
US-Japan security guidelines. The guidelines allow for 
increased Japanese support for US forces in the region. The 
move came after the ruling Liberal Democratic party forced 
through cabinet approval of the legislation in spite of strong 
opposition from the Social Democratic party, the Junior mem- 
ber of the governing coalition. 

The guidelines, agreed last September, commits Japan to 
an expanded role In regional security, including enforcing 
naval blockades, taking part in minesweeping operations and 
providing US military access to domestic facilities. 

Ms Albright hailed the US-Japan relationship as "the cor- 
nerstone of regional stability”. Mr Obuchi emphasised the 
need for greater Japanese participation in regional 
security, hffichiyo Nakamoto, Tokyo 

HONG KONG BRANCH OF CITIC 


Chinese banker detained 

A former director of a flagship Chinese bank in Hong Kong 
has been detained in Beijing concerning allegations of violat- 
ing Chinese Faw, the company said yesterday. Cai Zhongzhi, 
chief executive of Citic Ka Wah, gave no further details of the 
detention of Jin Deqin and said the incident had no material 
affect on the company’s operations. Mr Jin had resigned ear- 
lier this month. Citic Ka Wah Bank is the Hong Kong financial 
arm of Citic, the investment vehicle which is controlled by 
China's state council. It is thought to be near agreement to 
merge with Citic Industrial Bank, the commercial banking arm 
of Citic. John Ridding, Hong Kong 


INDIAN MISSILE 


Russia denies nuclear help 

Russian officials yesterday forcefully denied reports that 
Moscow was helping India build a sea-launched ballistic mis- 
sile that could fire a nuclear warhead into the heart of Pakis- 
tan. There has been no co-operation between Russia and 
India in creating missile systems for India." Valery Nesterush- 
kin, a foreign ministry spokesman, said in a radio interview. 

Mr Nesterushkin said Russia was abiding by all its interna- 
tional obligations with regard to the non-proliferation of mis- 
sile technology. “We have not taken any steps contrary to the 
obligations which Russia has assumed with regard to missile 
technology," he said. According to a story in the New York 
Times this week. Russian assistance to India in building the 
missile has been offered over the past three years, contrary to 
Moscow’s promises to the US. Ctirystia Freeland, Moscow 
and Mark Nicholson, New Delhi 


FINANCIAL DECREES 

Thailand acts on economy 

Thailand's cabinet yesterday approved four emergency 
decrees aimed at improving the country’s liquidity situation, 
attract more foreign capital and potentially lower interest rates 
later this year. The first decree raises the government's for- 
eign borrowing limit to $7.2bn paving the way for a global 
bond offering expected to be worth between Slbn and 
$1.5bn to be bunched in the next two months. 

The second decree allows the ministry of finance to issue 
bonds which will over time restructure the debts of the central 
bank’s Financial Institutions Development Fund, which spent 
or potentially committed more than Sl.OOObn in bailing out 
troubled financial institutions. 

The third decree modifies bankruptcy procedures for debtors 
to the 56 finance companies which were shut down late East 
year. The Thai government is auctioning the assets of these 
companies and many Investors have been reluctant to bid 
because of cumbersome bankruptcy, laws. 

The fourth decree allows the government-owned Asset 
Management Corporation, which will take over finance com- 
pany assets that are unsold at auction, to raise additional 
capital. These decrees are effective immediately but will be 
sent to parliament for approval in a special session beginning 
on May 13. Ted Bardacke, Bangkok 


JOBLESS DATA BOND MARKETAND SHARES JHIT AS RETAIL AND P RODUCTION FIGURES ADD TO GLOOM _ 

Japanese unemployment rate soars 


By Paul Abrahams and 
Quentin Peel in Tokyo 


Japan's jobless rate jumped 
last month to its highest 
level since records began in 
1963. The higher than expec- 
ted 3J per cent for March 
was up hum 3.6 per cent in 
February. The figure, with 
falls in retail sales and 
industrial production, hit the 
bond market and further 
subdued the stock market. 

Shares were already down 


on disappointment at the 
lack of permanent income 
tax cuts in the economic 
stimulus package announced 
last week. The benchmark 
Nikkei 225 index fell 1.6 per 
cent to 15.395, its lowest 
level since mid-January. 

However, Eisuke Sakaki- 
bara, the country's vice-fi- 
nance minister for interna- 
tional affairs, said that 
Japan's crisis was over. He 
rejected outright suggestions 
that the government’s most 


recent measures would be 
insufficient to revive the 


economy. 

He conceded that the 
industrial production data, 
retail sales figures and 
record unemployment 
looked troubling. But he 
insisted: “We will have some 
bad months to come. But 
things will torn op. The 
worst thing to do is panic.* 1 
Fear of unemployment ted 
its way into retail sales, 
which fell an annual 13J per 


cent in March, although 
month-on-manth seasonally 
adjusted figures rose Oil per 
cent. It was the first 
double-digit fall recorded 
since data started being com- 
piled in 1971. Hie Ministry of 
International Trade and 
Industry said year-on-year 
comparisons had been dis- 
torted by a rush in March 
last year to avoid a sales tax 
increase on April 1. 

Faced with failing sales 
and substantial inventories. 


manufac turers cut produe 
tion 1.9 per cent in March. 
Inventories Tell 0.4 per cent 
year on year. However, Mill 
warned not to read too much 
into the decline, addi n g that 
high levels of stocks 
remained a big problem- 
The market's perception 
weak Japanese economic 
prospects fed through to the 
government bond market 
Hie yield on the benchmark 
182nd bond fell to a record 
low of 1.455 per cent 


of 


Optimist tries to restore confidence in Japan 


Gillian Tett meets the man entrusted with 
marketing Tokyo’s economic strategy 


E isuke Sakakibara, 
Japan's vice-minister of 
finance for international 
affairs, says he is an opti- 
mist by nature. It is just as 
well. 

This week he embarks on 
a challenging marketing 
exercise to convince the rest 
of the world that Japan's 
government can stave off the 
risk of a serious economic 
slump. 

“The worst thing to do 
now is to panic," he said yes- 
terday, before flying to 
Geneva to meet other world 
leaders at the annual Asian 
Development Bank meeting. 
“What is most important at 
the moment is to restore 
confidence in Japan." 

It will be a hard sell. Yes- 
terday more gloomy eco- 
nomic data tumbled out: 
unemployment hit a record 
of 3.9 per cent Massive inter- 
vention by the Bank of 
Japan this month has barely 
stemmed the yen's recent 
fall, much to the fury of 
Japan's trading partners. A 
flashing orange board in Mr 
Sakakibara’s untidy room at 
the Ministry of Finance yes- 
terday showed that the yen 
was hovering around Y131.5 
against the dollar. 

But the bitterest blow this 
week - and the trigger for 
Sakakibara's marketing mis- 
sion - has been the financial 
markets' lukewarm reaction 
to the details of the govern- 


ment's latest stimulus pack- 
age, worth over Y16,000bn 
f$123bn), that was 
announced last week. 

Since the package was 
announced the Nikkei 225. 
the key stock market indica- 
tor. has fallen 23 per cent 
Many foreign investors are 
disappointed by the Y4,000bn 
temporary tax cuts in the 
package. And there is con- 
cern that Infrastructure 
spending will simply be 
spent on wasteful projects - 
and consequently have little 
lasting impact. 

Mr Sakakibara denies tfris. 
Instead. die message he will 
be taking to the ADB, and a 
Group of Seven meeting 
after that, is that the pack- 
age will boost economic 
growth this year by around 2 
percentage points and will, 
avert any downturn. 

“ There is a real misunder- 
standing among European 
and US investors about the 
nature of Japanese invest- 
ment." he argues. “You 
shouldn’t mix up short term 
stimulus package with medi- 
um-term reform. . . the pack- 
age is huge. It will work." 

His argument partly stems 
from a belief that tax cuts 
are ineffective at present, 
permanent or not Though 
has empty bottles of exclu- 
sive Chateau Mouton Roths- 
child in his office, he 
believes that most Japanese 
households are now so cau- 



SakaMbara: The worst thing to do now is panic* Reuters 


tlous that out of each Y1 
income tax cut that is given, 
only Y0.5 will in fact be 
spent 

Public infrastructure 
investment, by contrast is 
still very effective in boost- 
ing demand: for every Yl 
spent on public investment 
some YL3 worth of a ctivi ty 
is generated, Mr Sakakibara 
estimates. Just employing 
construction workers will 
help growth, irrespective of 
the nature of the construc- 
tion project 

“Even if you just dig a 


hole in the ground now you 
can still get a multiplier 
effect," he argues, with 
Keynesian passion. "I under- 
stand the efficiency argu- 
ment but it is quite a differ- 
ent matter from the question 
of stimulating the economy." 
be adds, joking that “after 
all, the biggest way you can 
boost an economy is by 
starting a war. That's the 
biggest waste." 

Mr Sakakibara also has 
little sympathy for foreign 
critics who suggest that a 
weaker yen would provide a 


better way to solve Japan’s 
economic problem. A weaker 
yen would not help many 
exporters. 

Although he recognises 
that Japanese exporters are 
“extremely competitive 
because of the weak yen. he 
argues that further falls 
would not help the economy 
at large because it would not 
deliver a si gnifican t boost to 
overseas sales. Further 
export advantage would be 
offset by the danger that a 

faffing yen would encourage 

a “sell Japan mentality" in 
which investors shunned the 
currency, stock market and 
bond market all at once. 

Looser monetary policy 
also offers little option, 
given the current low 
long-term market rates of 
1.455 per cent. “These are 
crazy levels. . . they imply 
people think the economy 
will collapse." 

This, he insists, is wrong - 
however gloomy the current 
data. “Conditions In the 
economy were really bad in 
the first quarter of 1998 and 
continued into April but I 
think we are now at the bot- 
tom. . . The Japan crisis is 
ova:." 

Will the outside world 
believe his message? Cer 
tainly many observers might 
interpret suck a determina- 
tion to appear optimistic as a 
sign of panic rather than 
confidence. But Mr Sakaki 
bara is determined to spread 
the word. “I am not wor- 
ried." he says. 


ASIAN DEVELOPMENT BANK REPORT SAYS ORISSA COMES JHE CLOSEST T O INDUSTR I AL COU NTRY BEST PRACTICE 

Indian state power regulator praised 


By Peter Montatpran, 
Asa Editor ri Geneva 


The Indian state of Orissa 
has scored top marks for its 
regulation of the electricity 
sector in a survey of Asian 
utility regulation carried out 
by the Asian Development 
Bank and made public at its 
annual meeting in Geneva. 

Together with India’s fed- 
eral regulation of the tele- 
communications, Orissa rep- 
resents the closest to 
industrial country best prac- 
tice among the institutions 
surveyed, the bank said. By 


contrast the Indonesian gas 
and transport sectors. India's 
gas and Bangladesh’s elec- 
tricity regulation suffered 
from the mast significant 
shortcomings. 

The study reflects the 
ADB’s view that the need for 
good governance and high 
standards of regulation has 
become more urgent since 
the east Asian economic cri- 
sis. ■ 

“Effective regulatory gov- 
ernance reduces the cost of 
capital and required return 
for private investors,” said 
Jon Stem, the British econo- 



mist who carried out the sur- 
vey. 

It is essential to support 
private investment at rea- 
sonable cost, especially in 
slower growing economies, 
he added. Transparency and 
predictability were particu- 
larly important attributes, 
while regulators which fared 
badly in the survey suffered 
from a lack of proper distinc- 
tion between the roles of 
government, enterprises 
involved and the regulator. 

With help from the World 
Bank, Orissa has spent the 
last Tew years restructuring 
its state electricity, so that a 
separate regulator has been 
created while the activities 
of generation and distribu- 
tion have been separated. 

Mr Dhirendra Roy, a 
senior regulator from Orissa, 


acknowledged that the pro- 
cess had been made easier 
by the relatively small 
amount of electricity con- 
sumed by poor rural con- 
sumers there compared with 
other Indian states. This had 
made it easier to propose 
realistic prices, although the 
restructuring had met strong 
opposition from the work- 
force of the old electricity 
board. 

Orissa could not afford to 
give consumers absolute pri- 
ority in designing its regula- 
tory policy because it had to 
develop the sector and that 
meant satisfying investors, 
he said. 

Sir Gordon Wu, chairman 
of Hong Kong-based’ Hope- 
well Holdings, added that 
investors needed a satisfac- 
tory margin to establish gen- 


erating capacity. “If you 
don’t have that margin, you 
won’t be able to convince 
any international bank to 
finance your project." he 
told the launch seminar for 
the report 

China had understood this 
point and had now created a 
friendly climate for infra- 
structure investment Other 
countries such as Vietnam, 
India and Pakistan were still 
reluctant to give adequate 
profits to foreign companies, 
he said. 

Sir Gordon complained bit- 
terly about the failure of the 
Thai government to set a 
clear tariff structure and 
provide land for the Bang- 
kok mass transit project. 
Hopewell had no alternative 
but to take the Thai govern- 
ment to court, he said. 


i to call tenders for 
15 ‘mega’ power projects 


By Marti Mcholsoa in New Delhi 

India intends to call for 
tenders for 15 “mega" pri- 
vate power projects within 
the current fiscal year, to 
install new generating 
capacity of up to 75.00QMW, 
P.R. Komar am an gal am, 
power minister in the Bhar- 
atiya Janata party-led gov- 
ernment, said yesterday. 

The projects would be 
opened for competitive bids 
in a proposed package deal 
under which, companies 
would bid for “shell compa- 
nies" which, the minister 
Said, would bundle together 
approval not only for a 
power project but also many 
of the enviro n mm fail and 
technical clearances needed 
for building the plant 

He gave no indication of 
whether the projects would 
be backed by any govern- 
ment financial guarantees. 
The initiative was designed 
to speed private investment 
in the power sector, a stated 
priority for the BJP-led gov- 
ernment 

India suffers chronic 
power shortages and bureau- 
cratic delays in implement- 
ing existing private power 
projects. “It is the only way I 
could ensure the mega-pro- 
jects do not take a mega- 
time to dear," Mr Kumara- 
mangalam told a business 
conference in Delhi 

The Initiative follows the 
minister's recent ordinance 



Vajpayee; < frm yes or no* 

to set up a Central Electric- 
ity Regulatory Commission 
and regulatory commissions 
in each of India’s states 
within three months. 

These would chiefly be tar- 
iff-tiring bodies, taking sup- 
plies from the state electric- 
ity boards (SEBs), the main 
generators and purchasers of 
power in Indian states. 

Orissa and Haryana have 
Independently passed legisla- 
tion to install regulatory 
agencies, as part of a 
broader effort to privatise 
and restructure the state 
utilities. Andhra Pradesh is 
introducing similar legisla- 
tion. 

Private investment into 


Indian power has been ham- 
pered by the inability of loss- 
making SEBs to afford pri- 
vately-produced power. Most 
SEBs incur heavy losses by 
subsidising power for farm- 
ers for political reasons. 

Mr K umaramangalam said 
the proposed 15 “mega-pro- 
jects", which the govern- 
ment would first identify, 
would be sited at coal pit 
heads or cm the coast to min- 
imise fuel transport costs. 

Under the “shell com- 
pany" package, bidders 
would receive pre-arranged 
site, environmental and fuel 
supply approvals and would 
require “no further clear- 
ance", merely financing. 

Existing private power 
projects, started under a six- 
year-old private power pol- 
icy, have in almost all cases 
fallen foul of complex state 
and central government 
review and approvals proce- 
dures. 

Atal Behari Vajpayee, BJP 
prime minister, told the 
same conference his govern- 
ment would “soon" formu- 
late “transparent, non-dis- 
criminatory and 
non-discretlonary” policies 
governing foreign invest- 
ment. The Foreign Invest- 
ment Promotion Board, 
which vets foreign invest- 
ment in some sectors, would 
be able to give a “firm yes or 
no" to all proposals within 
60 days. 


Indonesia’s ^\s 

smoke ; . 

darkens 
view from 
Brunei 

The sultanate is at 
the mercy of shifting 
winds. Sheila 
McNulty reports 

A s dawn breaks over the 
towering marble and 
granite mosque in 
Bandar Seri Begawan, the 
capital of Brunei, only the 
faintest trace of jasmine 
manages to push its way 
from the landscaped gardens 
through the heavy stench of 
forest fires. 

The gold dome's brilliance 
is cloaked in smoke. The 
stained glass windows are 
dark without morning light 
to pass through them. It has 
been this way for much of 
the past two months as 
winds have fanned smoke 
toward the sultanate from 
peat and forest fires lit by 
farmers in Indonesia. 

Although some fires, 
which arc to clear land for 
plantations and develop- 
ment. originate in Malaysia 
and. to a much smaller 
extent Brunei, they are neg- 
ligible in comparison. 

Yet these two countries, 
along with Singapore, are ut 
the mercy of the shifting 
winds. The thick smoke and 
fire they bring with them 
not only threaten vast tracts 
of tropical rainforest but 
also endangered species, 
such as the orangutan, said 
to be found only on the 
island of Borneo on which 
Brunei rests and Indonesia’s 
northern Sumatra. 

Doctors recommend that 
the most fragile h umans - 
the young, old. pregnant and 
those with respiratory prob- 
lems - leave for cleaner air. 

Nobody knows precisely 
what months or inhaling the 
thick soot is doing to the 
people of east Asia. But most 
cannot afford to surrender 
their lives in the region for 
months on end elsewhere to 
escape the smog. It is expec- 
ted to stay through October 
until enough rain can soak 
through the metres-thick 
smoldering peat 
Malaysia's greatest fear is 
that the soot will darken 
what is becoming known as 
its coming-out party: the 
Commonwealth Games, for 
which it has poured its soul 
into preparing grand stadi- 
ums. trains, and an impres- 
sive new airport 
Asian leaders are notori- 
ous for staying out of each 
other's affairs. But in this 
case there is no doubt their 
will is being tested. 

Although they will not say 
so openly, everyone wants 
Indonesia to do more to stop 
the annual rite of burning 
vast tracts of land at the 
region’s expense. 

The impact over the past 
two years has been aggra- 
vated by El Niho. which has 
held back the rains that in 
past years extinguished the 
flames before they did this 
much damage. 

The problem is trying for 
Brunei, where the discovery 
of oil has made the sultan 
one of the richest men in the 
world. He can afford to do 
just about anything for his 
260.000 subjects, except keep 
Indonesian farmers from 
l ighting fires that blanket 
Brunei with smoke and even 
sully the view from the pal- 
ace. 

Many days, Bruneians who 
like to run on the track 
across the moat from the 
palace or play golf on nearby 
greens say they are forced to 
stay indoors. 

In the meantime, Brunei 
has had to shut its airport 
and schools on especially 
bad days. Government 
offices now open and close 
later in the day to avoid the 
worst of the smog, which 
settles in the capital over- 
night before often drifting to 
sea or burning off as the day 
wares on. All this hag cut 
into* productivity, as sick 
days mount, and hurt busi- 
ness, as many prefer to stay 
at home. 

The entire papulation has 
been given face masks, 
though some prefer wash- 
cloths and colourful ker- 
chiefs. And the authorities 
publish a daily average of 
the level of pollutants. 

Some days, David Knight, 
the chief executive officer at 
Standard Chartered in Bru- 
nei, cannot see the street 
from his window for all the 
smog, “it's a bit or a big 
experiment as nobody knows 
what it does," he says. And 
it Is one to which he does 
not want to expose his two 
boys. Mr. Knight sent them 
to his parents in Cornwall. 

“At least I've got options. 

Some of tbe locals don’t 
have any options." 
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?—. ^ EE TING SWITZERLAND A ND LUXEMBOURG REFU SE TO J OIN PROPOSED CRACKDOWN 

Drive to stamp out tax havens hits snag 


By fkiy de Jonquiares in Paris 

Switzerland and 
Luxembourg bave refused to 
join other industrialised 
countries in agreeing to 
launch a seven-year drive to 
stamp out tax havens and 
policies which unfairly dis- 
tort international fiscal com- 
petition. 

Switzerland said it had 
considered using its veto to 
block a report* by the 29- 
member Organisation for 
Economic Co-operation and 
Development on harmful tax 
competition, which it call ed 
partial and unbalanced. 

But an OECD official said 
a list of tax havens at which 


the crackdown was aimed 
was unlikely to include Swit- 
zerland or Luxembourg 
when it is published. 
“Islands in the sun," were 
more likely to be named. 
Said Jeffrey Owens, who 

heads the project 

“What is $250bn doing in 
the Dutch Antilles?" Mr 
Owens said at a bri efing on 
the report. 

It was not clear whether 
Switzerland and Luxem- 
bourg would participate in 
further work on the project 
in the OECD, which has set 
a series of deadlines for 
adoption by its members of 
measures to prevent econo- 
mies from using artificially 


OECD Annual 

ggjfa ministerial 
OCDE meeting 


low effective tax rates to 
attract international capital 
and business activities. 

Mr Owens called it an 
"historic agreement”. He 
said there had been a "dra- 
matic increase" in the flow 
of funds into tax havens in 
recent years, which was 
depriving governments of 
legitimate tax revenues, 
under mining the integrity of 
their tax systems and threat- 
ening their fiscal sover- 


eignty. OECD governments 
have agreed to publish the 
list of tax havens next year, 
and act to ensure that any 
political or economic links 
with them, such as tax trea- 
ties, did not promote harm- 
ful tax competition. 

The OECD has not set pre- 
cise criteria for d efinin g tax 
havens. 

It says their characteris- 
tics include imposition of no 
or low effective tax rates, 
preferential tax treatment of 
offshore income and capital, 
lack of transparency and 
failure to exchange tax infor- 
mation with other govern- 
ments. OECD governments 
have agreed to refrain from 


further policies which could 
cause harmful tax competi- 
tion 

They bave allowed them- 
selves two years to end any 
irregularities and another 
three years to enact neces- 
sary legislation. Companies 
will be given a further two 
years to align their tax poli- 
cies with the OECD recom- 
mendations. 

Mr Owens said the OECD 
did not « bn to £p d all forms 
of international tax competi- 
tion. but only those which 
damaged economic activity 
by unfairly distorting finan- 
cial flows. 

Switzerland said it 
accepted that tax competi- 


tion could be barmful. But 
the OECD report was too 
narrow, ignored genuine rea- 
sons for the diversity of 
international tax regimes 
and made recommendations 
which conflicted with Swiss 
law. 

Luxembourg accused the 
OECD of trying to abolish 
bank secrecy and said it 
could Dot accept that the 
underlying philosophy set 
out in the report should 
be extended to bank 
secrecy. 

tax competition, an 
emerging global issue. OECD 
Publications, 2 rue Andr£ 
Pascal 75775 Paris Cedar 16. 
Tel: 331-45 24 82 00 


OECD WORRY OVER BIG BANKNOTES 

Euro notes 
prompt money 
launder fear 


OECD MINISTERS F AIL T O S ET DATE FOR MAI AGREEMENT AFTER MISSING TWO DEADLINES 

Push to keep alive effort to 
draft global investment rules 


By Guy da Jonqulbres 
and Simon Knper 

Leading industrialised 
countries yesterday decided 
to keep alive a controversial 
effort to draft global rules 
for the treatment of interna- 
tional investment But they 
set no date for rea ching an 
agreement after failing to 
meet two previous deadlines. 

Ministers of the 29-member 
Organisation for Economic 
Co-operation and Develop- 
ment agreed to “a period of 
assessment and further con- 
sultation" before holding the 
next session of negotiations 
on a Multilateral Agreement 
on Investment (MAI). 


The compromise decision 
was reached after fierce dis- 
agreements between OECD 
member governments over 
the future of the two-and-a- 
balf-y ear-old talks. These 
were due to be concluded a 
year ago, but have made 
only slow progress to their 
goals of liberalising and 
improving protection of for- 
eign investment. 

The MAI has been bitterly 
attacked by a coalition of 
environmentalist groups and 
trade unions in many coun- 
tries. They claim the 
planned accord would free 
multinational companies to 
ride roughshod over environ- 
mental protection rules and 


NEWS DIGEST 

INVESTMENT BY WORLD’S WEALTHY^ 

Rich fail to make the 
most of their capital 

The world’s wealthiest individuals became wealthier In 1997 
although their conservative 'investment habits meant that they 
failed to fully benefit from stock market successes. 

A study by Gemini Consulting and MeniB Lynch, the US 

investment bank, published yester&y. estimates that indlvidu^ 
els with Investable assets of $fm or more now control more 
than SI 7,400bn around the world, a rise of 5 per cent since 
1996. At the same time the FT7S&P Wortcfequfty index rose 
13.2 per cent 

Steven Beck, managing director of Gemini, blamed the tra- 
ditional risk-aversion of high net worth individuate who Invest 
heavfly in tow-yield assets such as bonds or property. “You 
could argue that they could have put all their money in Index 
funds," he said. ‘But a huge amount of these assets are 
invested with the primary goal erf wealth preservation.* 
However, the report’s authors argue that a hew breed of 
Investor will lead to a change In investing habits with much 
more Interest in high yielding assets such as equities. “We are 
now seeing a much more demanding, more active, more per- 
formance-sensitive class,” he said. 

Jane Martinson, Investment Correspondent 


MIDDLE EAST PEACE PROCESS 


Mubarak plea to Netanyahu 

Hosni Mubarak, the Egyptian president, yesterday urged Israel 
to accept a US proposal for a limited Israeli military with- 
drawal from Palestinian areas, amid Intense diplomatic activity 
viewed by Arab states as the last chance to save the Middle 
Ft«rt peace process before e mid-June deadline. 

At their first meeting (nil months, Mr Mubarak told Benja- 
min Netanyahu, the Israeli prime minister, that acceptance of 
the US proposal of an Israeli withdrawal from 13.1 per cent of 

West Bank land vrouW snow both sides to move towards 

meeting Israeli demands for discussions on the Una status of 
Jerusalem. 

Yasslr Arafat president of the Palestinian Aut hority , has sig- 
nalled his acceptance of the proposal But Mr Netanyahu yes- 
terday portrayed this acceptance, which is ter below Palestin- 
ian expectations and does not meet the scale to which Israel 
has already agreed, as a sign of Palestinian intransigence. 
Mark Huband, Cairo 


KAZAKHSTAN SECURITIES 

Watchdog annuls share issues 

Kazakhstan's securities watchdog has annulled share issues 
by 29 local companies as an example to thousands of others 
which have not met reporting requirements, an official said 
yes te rday. 

More than 5,000 privatised Kazakh companies had regis- 
tered issues of their shares, but 2,277 of them had not 
reported Issue results and could face similar punishment. 
National Securities Commission executive director Galina 

Shelgimbayeva told a news conference. . . 

The 29 companies would have to return the funds raised ™ 
Investors and restart the issue process from scratch, she seta. 
Reuters, Almaty 

IRAQ WEAPONS INSPECTIONS 

UN palaces pact in doubt 

Iraq said yesterday It would limit Inspections of its presto^rtial 
palaces, calling into question a crucial element cf a United 
Nations accord which two months ago averted US rndtery 
strikes. Mohammed af-Sahaf, Iraqi foreign minister, sard an 
toitte! visit to the presidential palaces had taken place, ana 
proved “British and American allegations false, deepeabie 
and baseless". . 

Koff Annan, UN secretary-general, two months ago struck 
an accord winning access to the eight presidential P®*® 0 *®- 
previously placed off limits by the Iraqi authorities. He saw 
tiw agreement which provided for diplomats to accompany 
disarmament wperts on their inspections, allowed forrapaat 
visits to the palaces. But Mr al-Sahaf yesterday questioned 
the repeat inspections, “if they need for any reason, maybe 
there would be a subsequent visit but that’s ell,” he saw. 
Laura SOrer, New York 


lower labour standards. 

Donald Johnston, OECD 
secretary -general, denied the 
six-month consultation 
period amounted to a delay, 
and said it would enable gov- 
ernments to explain the MAI 
to domestic public opinion. 
He forecast the talks would 
be successfully concluded, 
but would not say when. 

Pierre Moscovid, France’s 
European affairs minister, 
said the OECD meeting had 
agreed on a “pause” in the 
negotiations, which would 
enable them to resume on a 
new basis. 

France had sought to have 
the talks formally 
suspended, which could 


Israel 

scraps 

currency 

curbs 


By Judy Dempsey sad M 
MmMs in Jerasatan 

Israel yesterday removed all 
curbs on foreign currency 
transactions for households 
[ and the business sector, pav- 
! ing the way for fun convert- 
ibility of the currency. 

The news, timed to coin- 
I ridewhh Israel’s 50th annl- 
I vearsary, followed disagree-' 
I ment between the Bank of 
I Israel (BOD and the finance 
ministry over lifting remain- 
ing curbs on foreigners trad- 
ing in options and futures. - 

The ffnATiM ministry over- 
ruled the BOI by insisting 
derivatives transactions by 
non-residents remain limited 
to one month, fearing It 
would come under specula- 
tive attack. Jacob Frenkel, 
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BOI governor, said curbs 
would be lifted after market 
reaction to the other mea- 
sures was assessed. 

This may come sooner 
than later as the shekel yes- 
terday entered the Eurobond 
market Merrill Lynch and 
the International Finance 
Corporation, through Deut- 
sche Bank, issued shekel-de- 
nominated Eurobonds of 
Shi 175 m <546. 8m) and 
Shk2Q0m respectively, both 
one-year bonds. 

The measures are aimed at 
integrating Israel into the 
world economy at a time the 
country is pursuing tight 
monetary and fiscal policies. 

Tire moves allow Individu- 
als to invest abroad freely, 
with the right to buy land 
and real estate. Individuals 
and companies win be able 
to manage bank accounts 
abroad. Curbs on taking 
shekels out of Israel and 
receiving shekels from non- 
residents are scrapped. 

But some restrictions 
remain, affecting direct 
investments abroad of Israeli 
institutional investors. Prov- 
ident, or savings foods, pen- 
sion funds and Insurance 
companies wifi stfll be lim- 
ited to investing up to S per 
coat of assets abroad. 


Fauttfines at 50, Page 15 


effectively have killed them. 

Some countries favoured 
the idea of setting a new 
deadline for an agreement, 
but the US opposed the idea. 
Charlene Barshefsky, US 
trade representative, told 
ministers it wonld not be 
credible to set another dead- 
line, after missing earlier 
ones. 

The ministers agreed to 
support efforts by the World 
Trade Organisation to draft 
investment rales. The 
OECD’s past insistence that 
it rather than the WTO, 
should take the lead in nego- 
tiating rules has created 
much friction between the 
two organisations. 



Donald Johnston: Forecast successful conclusion to talks but 
declined to say when 


By Guy tie Jonqulftres 

The future European Central 
Bank may need to restrict 
the issue of large-denomina- 
tion euro banknotes, to pre- 
vent them being used to 
launder money. Philippe 
Maystadt. Belgium's finance 
minister, said yesterday. 

Mr Maystadt. who chaired 
a ministerial meeting in 
Paris wbich decided to 
expand international efforts 
to combat money launder- 
ing. said dose co-operation 
between governments and 
financial institutions would 
be needed to ensure that 
introduction of the euro did 
not aggravate the problem. 

At Germany's Insistence, 
the single currency will be 
available in notes with a 
value of up to 500 euros, 
which Mr Maystadt called 
“exceptionally high''. Law 
enforcement experts Tear the 
biggest notes could be used 
by drug-pushers and other 
criminals to move large 
sums of money around the 
world undetected. 

“It seems to me that this 
might be a reason why the 
ECB might decide to print 
rather a low volume of large- 
denoralnotion notes," the 
Belgian minister said. “I am 
certain the ECB will take 
this into consideration." 

He expected the new cen- 
tral bank to consult closely 
with governments and law 
enforcement authorities on 
the issue. However, he said 
the final decision was up to 
the ECB, and European gov- 


ernments planned no special 
additional measures to 
ensure that the switch to the 
euro did not provide 
increased opportunities far 
money laundering. 

International efforts to 
combat money laundering 
bave been co-ordinated since 
1989 by a taskforce estab- 
lished by G7 government 
leaders. The taskforce, 
whose members include 26 
governments, the Eurupeaa 
Commission and the Gulf 
Co-operation Council, has 
adopted 40 recommendations 
designed to crack down on 
illegal financial transactions. 

Ministers decided yester- 
day to step up the drive by 
seeking to expand the task 
force's membership, estab- 
lish regional co-ordination 
bodies and forge closer links 
with the World Bank, the 
International Monetary 
Fund and other interna- 
tional institutions. They said 
their goal was to create a 
“worldwide anti money-laun- 
dering network." 

Mario Monti. Europe's 
internal market commis- 
sioner, told the ministers 
that the readiness of central 
and eastern European coun- 
tries to step up their fight 
against money laundering 
and subscribe to the task 
force's recommendations 
would be a “key condition" 
of their accession to the 
European Union. 

Jean Spreuteis. taskforce 
chairman, said the anti-laun- 
dering drive would focus on 
east Europe. 
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moon gazing, roof raising, space saving 

From shanty to sanctuary: the rebirth of the Chinese courtyard. Around the 
world for £40 a day: the anti-cruise set on why it’s great with freight. In the next 
how to spend it magazine, free with the Weekend FT on Saturday May 2. 
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US direct 
sales groups 
in fightback 


By James Kynge in Bafltog 

US direct selling companies 
such as Amway and Avon of 
the US. banned from con- 
ducting direct sales in 
China, are modifying their 
sales strategies in an effort 
to salvage part of their core 
business in the world's big- 
gest potential market. 

The issue had become an 
important area of trade fic- 
tion between the US and 
China as both sides prepare 
for a June summit between 
President Clinton and his 
Chinese counterpart. Jiang 

Tannin 

The US is anxious to see 
Chinese concessions on the 
blanket ban, not only 
because direct selling com- 
panies are backed by a 
strong US lobby. The licence 
to sell door to door in C hina 
is regarded as a key issue in 
Washington, partly because 
such a strategy has proven 
effective in circumventing 
obstructive distribution 
systems in other Asian 
nations, western diplomats 
said. 

“This issue is bigger than 
just Amway and Avon," said 
one commentator. “Cars are 
sold door-to-door in Japan, 
the same could happen in 
China." 

C hina said last week that 
its consumers were not 
mature enough for direct 
selling and ordered the prac- 
tice to cease from October 
31. They cited a proliferation 
of local con artists who sell 
an manner of phony prod- 
ucts to the unsuspecting as a 
justification for the ban. 

Chinese officials, though, 
said that if the US direct sell- 
ers tuned their distribution 
centres into normal shops, 


they could remain in china. 
The approach of Amway and 
Avon so far appears to be to 
try to accommodate the Chi- 
nese demand but also retain 
the right to continue some 
direct selling. 

Richard HolwilL director 
of international government 
relations at Amway, said 
there was a possibility that 
the public may be allowed to 
purchase products at their 
distribution centres, thereby 
turning them hitn retail out- 
lets. But Amway insists, it 
should also be allowed to sell 
products through a network 
of door-to-door distributors. 

The company has already 
stopped taking on new dis- 
tributors In China and 
intends to look after the 
interests of its wrtettng dis- 
tributors, no matter what 
the outcome of talks 
between Chinese trade offi- 
cials and the US direct sell- 
ing companies. “We fully 
intend to treat them honour- 
ably and see that they are 
not abandoned.'’ Mr Holwffl 
said. 

Victor Baudet, a spokes- 
man for Avon In the US, said 
his company had a number 
of options on how to pro- 
ceed. Some of these might be 
to restructure sales to more 
closely resemble operations 
in Malaysia and Taiwan. In 
Malaysia, for example, Avon 
has “beauty boutiques” open 
to the public but also runs 
door-to-door sales represen- 
tatives who pick up their 
goods at these boutiques. 

US companies such as 
Amway. Avon and Mary Kay 
have invested about $12Qm 
in nhins, mainly in manu- 
facturing plants, and provide 
employment to about 2m 
Chinese. 


NEWS DIGEST 


AERO ENGINE CONTRACT 


IAE wins $2.3bn order 
from Latin America 

International Aero Engines, Oie consortium which includes 
Rolls-Royce of the UK and Pratt & Whitney of the US, has 
won a $2.3bn order -its biggest ever - from a group of Latin 
American airlines. 

The order is for engines for up to 179 narrow-bodied Airbus 
aircraft The aircraft were ordered earfier this year by Lnn- 
ChHe, the Chilean flag carrier, Tam of Brazil and Taca, a 
group of five Central American aklines. 

The airlines, negotiating jointly, placed 90 firm orders and 
89 options on singleaisle twinjet A3 19 and A320 aircraft. The 
order was the second biggest Airbus had ever won and 
marked a significant victory in a region previously dominated 
by Boeing of the US. 

The engines tor the aircraft will be assembled at Rolls- 
Royce's factory in Derby. Delivery win begta next year. IAE 
whose partners also include MTU- Daimler Benz of Germany 
and the Japanese Aero Engines Corporation, has previously 
sold engines to Taca, but not to LanChile or Tam. 

Barry Ecdeston, lAFs chief executive, said: “The industry 
has long recognised Latin America as an area of great poten- 
tial growth. 

This Is a significant development which turns that into a 
reality.” IAE said that its engines now powered - 98 per cent of 
Airbus single aisle aircraft ordered in Latin America. Mctrael 
Skapinker, Aerospace Correspondent 

DUBUN TRANSPORT 


Light railway to be approved 

The Irish government is expected to give the go-ahead next 
week for a l£230m ($323m) light rail system tor Dublin, the 
capital. Mary O'Rourke, the public enterprise minister, 
released a consultants' report yesterday which opts for the 
above ground system, estimated to be lEIOOm cheaper than 
an underground option. The project would link the industrial 
area of TaJIaght in the south of the city with the dty centre. If 
approved at cabinet next Tuesday, the overground scheme is 
set to be partly financed by l£114m of regional aid from the 
European Union. However, if Dublin chooses the underground 
option. European Commission officials say this will not leave 
enough time for Brussels to consider a new request for aid, 
and the money would be allocated to another transport proj- 
ect John Murray Brown, Ditofin 


CANADIAN RLM DISTRIBUTION 


EU seeks WTO disputes panel 

The European Union is likety to request a formal dispute set- 
tlement parrel at the World Trade Organisation over Canadian 
film distribution practices following the breakdown of consul- 
tations. Talks between the two sides have ended with no 
progress towards a settlement The Europe&i Commission 
win be considering its response over the next few weeks. 

The EU charges that Canada has unfairly blocked Poly- 
gram, the Dutch entertainment group, from distributing inde- 
pendent tarns in Canada. Under 1987 legislation, Canada only 
allows foreign companies to distribute IB ms for which they 
have paid at least half the production costs. But the law 
exempted US film distributors already In the market before 
1987, and these companies stiH control more than 80 per cert 
of Canada’s film distribution. Canada, which heavfty protects 
its cultural Industries, says that the policy is compatible with 
WTO rotas because it treats aO new entrants to the market 
identically. Edward Alden, Toronto 


CRUISE SHIPS 


French yard wins order 

Chantiere do PAtl antique, a subsidiary of GEG Atathom, has 
received an order for two cruise ships from Renaissance 
dulses International. The two 350-cabin ships wfll join the 
toij sistar ships ordered by the shipowner over the past two 
years. The French shipyard has 11 cruise ships on Its 
books. International Staff, London 
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HELMS-BURTON LAW EU ATTEMPT TO OVERCOME DIFFERENCES WITH US 


Brittan in drive to settle anti-Cuba dispute 


By Guy de Jmqri&res in Pars 


The US and the European 
Union are to launch a con- 
cealed drive to settle by next 
month their bitter dispute 
over the US Helms-Burton 
anti-Cuba legislation, after 
narrowing some of the differ- 
ences. 

Stuart Eizenstat, US 
under-secretary of state, and 
Sir Leon Brittan, Europe's 
trade commissioner, have 
agreed to intensify year-old 
negotiations on the dispute, 
in the hope of agreeing at 
least as outline settlement 


before President Biff Clinton 
meets EU leaders in Bir- 
mingham on May IS. 

Sir Leon will brief £U 
member governments' per- 
manent representatives in 
Brussels tomorrow on the 
progress made and will seek 
their reactions to drafts of a 
text which could Form the 
basis for a settlement He 
will also identify areas on 
which compromises have yet 
to be reached. 

Helms- Barton, which took 
effect two years ago, aims to 
penalise foreign Investors 
which deal in assets expro- 


priated by the Castro 
regime. Along with the 
D'Amato act, which targets 
investors in the energy 
industries of Iran and Libya, 
it has been condemned by 
the EU as a US attempt to 
impose its laws an the rest 
of the world. 

Mr Clinton has repeatedly 
waived Title HI of Helms- 
Burton, which authorises 
private US court cases 
against foreign investors in 
Cuba. But the EU also wants 
the US to amend Title IV of 
the law. which allows the 
State Department to refose 


entry visas to executives and 
shareholders of investing 
companies. 

The Clinton administra- 
tion mrota it will ask Con- 
gress to the law only 
if the EU agrees to “effective 
and enforceable” arrange- 
ments to deal with intema- 
ttAymi smuf* expropriations. 

The two sides have agreed, 
as part of a settlement, to 
wyfaifr l M i a registry of expro- 
priations which fall foul of 
international law and, to take 
action to deter government 
hwT BsiH>gnt guarantee agen- 
cies from helping to finance 


the acquisition of illegally 
confiscated assets. 

The two sales still differ, 
however, over exactly what 
assets the arrangement 
should cover. The EU wants 
to limit its coverage of past 
expropriations, and hopes 
the US will accept relatively 
modest action against them, 
in return for an EU pledge to 
take tougher action against 
future asset confiscations. 

The EU, meanwhile, is 
pressing the US to forswear 
futur e extra-territorial legis- 
lation, intended to impose its 
policies an other countries. 


Brussels now recottmso that 
the US constitution pa-\enrs 
the administration from giv- 
ing a cast-iron guarantee, 
and says it is ready to ant-pi 
a strong "political commit 
menf to try to avoid such 
legislation in the future. 

One element of «uch a 
commitment being discussed 
is an "early warning sys- 
tem." which would require 
the administration to alert 
Brussels to moves in Cun 

gress to draft extra-territo- 
rial legislation and trigger 
consultations designed to 
avert a transatlantic dispute. 
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Oilmen start exploration off the Falklands 


By Robert Corztite <a foe 
Borgny Dotptata, South Attantfc 


Work began yesterday on 
the first wildcat oil explora- 
tion rig in the remote waters 
of the South Atlantic, off the 
Falkland Islands. 

The start of full scale 
exploration operations on 
board the drilling rig Borgny 
Dolphin, about 1 60 nautical 
miles north of Port Stanley, 
the island’s capital, marks 
the beginning of a concerted 
effort by four international 


qQ consortia to determine if 
one of the world’s most 
remote island chains has the 
potential to become a major 
oil producer. 

The possibility that sub- 
stantial amounts of oil may 
be found off tha Falklands 
has complicated relations 
between Britain and Argen- 
tina, which also claims sov- 
ereignty over the Island. 
Last week the Argentine 
Senate unanimously passed 
a bill threatening oQ compa- 
nies operating in the Falk- 


lands with sanctions. Buenos 
Aires also wants them to pay 
a royalty to Argentina 
should they discover and 
eventually produce oil from 
the region. 

Amerada Hess, the US 
company operating the first 
wen, intends to ignore the 
Argentine threat: “We won’t 
pay the Argentines royalty if 
we are successful," said 
Andy Morrison, the compa- 
ny’s head of international 
operations. 

The area in which Amer- 


ada Hess is operating is 
nnrth of the main inhabited 
Tgigmrf pnd Calls outside a 
proposed joint UK-Argentine 
exploration area to the east 
of the island . Negotiations 
are said to be bogged 
down over technical 
Issues. 

Although the odds are 10-1 
a gafnef the Borgny D olph i n 
makings commercial discov- 
ery with the first wildcat 
wen, Mr Morrisson says 
than are encouraging signs 
that hydrocarbons may be 


found. “The passible oil-bear- 
ing structures are obvious,” 
he said yesterday. 

Geologists believe that 
occasional oil slicks in the 
remote area may point to 
natural oil seepages .from the 

seabed. 

Mr Morrisson said the 
speculation that the Falk- 
lands may prove to be as 
prolific as the North Sea is 
unfounded: “Physically it 
cannot be another North 
Sea,” he said. “The sedimen- 
tary Ha«rfn is simply not big 


enough.” 

But Amerada Hess 
believes their exploration 
block could hold between 
200m and 400m barrels nf 
recoverable oil That could 
be worth as much os S3bn 
even at today's relatively 
depressed oil price, and 
would certainly be more 
than enough to transform 
the fortunes of the 2.300 
Falkland Islanders who are 
anxiously awaiting the 
results of the first 
well. 
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A farm would never become a reality 

for this family without the irrigation system; 

the irrigation system would never become a reality 
without electricity; 

electricity might never become a reality 
if not for the engineers of ABB. 
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Veit the ABB Worid Wide Web site at http-7Avww.abb.com 
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Exporter confidence sinks to 18 -year low 
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By Robert Chats, 

Economies Editor 

Confidence among exporters 
has dropped to an 18-year 
low sb official figures show 
the UK is running its biggest 
trade deficit in goods since 
1990. 

The Confederation of Brit- 
ish industry, the UK's priori- 
pa! employers' organisation, 
pleaded with the Bank of 
England, the UK central 
bank, yesterday to signal 
that interest rates have 
readied their peak, as the 
CBFs latest survey showed 
export confidence among 
manufacturers collapsing. 

"The strong pound is hurt- 
ing exporters' badly, and 
this has now hit manufactur- 
ers’ investment plans, 1 - said 
Sir Ross Buckland of the 


CBl’s economic affairs com- 
mittee. But he took some 
comfort from the strength of 
domestic demand and ster- 
ling’s recent fall. “We are 
feeing a slowdown, but not 
necessarily a stop” he 
The Office for National 
Statistics meanwhile 
announced that the trade 
deficit in goods and services 
almost trebled to £1.7bn 
($2. S3 bn) between January 
and February, the largest 
since the series began in 
1993. As tourists took advan- 
tage of the strong pound car 
holidays outside the UK, the 
country's surplus on trade in 
services shrank to a 22- 
month low of £500m. This 
left a deficit on trade in 
goods of £2J?bn. up from 
£l.lbn in January and the 
biggest since 1990. 
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Half the deterioration in 
February reflected erratic 
items and a fell in the sur- 
plus; an trade in oil to a four- 
and-a-balf year low. Exclu- 
ding oil and erratics, the 


trade gap rose above £2bn 
but still fell short of Novem- 
ber’s deficit 

In spite of the gloom on 
exports repeated by the CBI, 
the underlying deterioration 


in the trade deficit largely 
reflects higher imports. 
Excluding oil and erratics. 
Imports rase <L8 per cent in 
February while exports ruse 
0.8 per cent 

“Exporters appear to be 
cutting prices in an attempt 
to beat the strung pound and 
maintain competitiveness , * 
said Dharshini David at 
HSBC Markets. “But there is 
a limit to how far exporters 
can cut prices, and hence we 
expect export volume growth 
to weaken in the coming 
months." 

The CBTs latest quarterly 
Industrial trends survey, car- 
ried out in late March 
early April when the pound 
averaged DM3.07, showed 
export orders declining at 
their fastest rate since 1988. 
But domestic orders actually 


picked up. This will be more 
reassuring to exporters than 
to the central bank, which 
wants domestic demand to 
slow. 

Gordon Brown. chanceDor 

of the exchequer, will be par- 
ticularly concerned to see 
that manufacturers are 
shelving investment plans. 
Manufacturers are planning 
to reduce investment for the 
first time in five years. 

The overall indicator of 
manufacturers' optimism 
also stands at its lowest 
since October 1992. 

The pound dropped in the 
wake of the figures, but 
rebounded to close at 
DM 2 . 9 95, up from Monday's 
close of DM2388. 

EdBnrtal comment. Page 15 
Curacies, Page Z7 


Japanese maker of machine tools halts expansion 


By Peter Marsh bi Birmingham 

Varuazaki Mazak of Japan, 
one of the world’s biggest 
three machine toolmakers, is 
putting on hold a large 
expansion at its European 
production base in En gland 
because of the high pound 
and economic turmoil in 
Asia. 

Over the next year, the 


company is switching some 
production to its Japanese 
plants to meet European 
demand, reducing the need 
for a 25 per cent Increase in 
production from its Worces- 
ter operation announced 18 
months ago. 

Elmar Bare, head of Yama- 
zaki's European arm, said at 
a machine tool industry 
exhibition in Birmingham 


that the company's Japanese 
plants could supply the UK 
more cost-effectively because 
they had spare capacity. 
That was ltnioxi to demand 
that was lower than expec- 
ted because at the region’s 
economic difficulties. Also, 
the strength of the pound 
had made production from 
the UK less competitive than 
two years ago. 


Nonetheless, production 
from Worcester, of which 
roughly 80 per cent is 
exported, is still likely to be 
10 per! cent bi ghw this year 
in units compared with a 
year ago, due to the eco- 
nomic recovery in mainland 
Europe boosting demand for 
Yamftffiki's machines 
Mr Bare also said his com- 
pany had reduced the cost of 


its UK operations to cope 
with some of the Impact of 
the high pound through 
redesigning its machines 
and technological change. 

Yamasaki operates one of 
Britain’s biggest machine 
too] plants in Worcester 
employing 400 people and 
with output running at an 
estimated £90m ($l50m) a 
year. It has been one of the 


UK's biggest investors in 
machine tools in recent 
years. 

Eighteen months ago, the 
company said it would 
increase production from 
Worcester from the current 
120 qtachjnws per month to 
some 150 machines per 
month by about 2000. This is 
now expected to be put off 
until early next decade. 
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hen electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it’s nothing short of a miracle. 

Perhaps they won’t be far wrong. 

The Peruvian Energy Commission had been trying to bring power 
to this remote region for a long time. And they knew all too well the myriad problems 
inherent in a project of this magnitude. 

Fortunately, the local firm heading the project, ‘Aguaytia Energia del Peru SRL 5 , 
found a company that could help provide an ingenious solution 
to this energy challenge: ABB. 

It’s a solution that will utilize natural gas located east of the Andes. 

The gas will be pumped from the fields, processed, then piped to a 155 megawatt power plant. 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast, thereby supplying the area with the 
much needed energy from Peruvian resources. 

It’s the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together coidd create. 

And, if for one; particular group of Peruvian fanners, 

ABB’s ingenious engineering qualifies as a miracle, that’s OK with us. 


INGENUITY AT WORK 



MPs attack 
government’s 
Emu strategy 


By Uan Haffigan, 
Pofttieal ComsspondBSft 



The government's strategy 
for entering the single Euro- 
pean currency yesterday 
came under attack' from an 
influential committee of 
MPs. The attack came in 
spite of the committee's deep 
political divisions on 
Britain's prospective mem- 
bership. 

Any decision to join eco- 
nomic and monetary union 
should be taken on a “politi- 
cal and economic assessment 
of the balance of national 
advantage*, said the Trea- 
sury committee of the House 
of Commons in a report 
which challenged the five 
economic tests for entry laid 
out last year by Gordon 
Brown, chancellor of the 
exchequer. 

While Mr Brown has 
stressed the government’s 
commitment to “the princi- 
ple of Emu membership 
early in the next parlia- 
ment”, committee members 
agreed that his economic cri- 
teria could not be judged 
"for at least five years* after 
Emu’s launch in 1999. Giles 
Radice. the committee's pro- 
Emu chairman, referred to 
the “substantial pro-single 
currency majority* on the 
committee, but admitted to 
the “differing views of a sig- 
nificant minority”. 

The committee's disagree- 
ment was summarised by Sir 
Peter Lloyd, a Conservative 
member. "Those of us in 
favour of Emu think we 
should make an informed 
political choice to enter 
early on, while the sceptics 
want to see the single cur- 
rency's economic perfor- 
mance across the whole five 
to eight-year economic 
cycle.” 

Supporting early entry. 
Quentin Davies, another 
Conservative member, said 


the decision to join was “not 
mechanistic”, and required 
"a range of issues to be con- 
sidered, including the politi- 
cal costs of staying out”. 

Supporting Mr Davies. 
Ruth Kelly, a Labour mem- 
ber. said it was “naive” to 
separate politics and eco- 
nomics. while urging Mr 
Brown to provide “greater 
clarity” on the detailed of 
his tests. Brian Sedgemore, 
another Labour Emu- 
supporter. accused Mr 
Brown of “introducing his 
five tests as a smokescreen 
to hide the difficulty of win- 
ning a referendum on the 
single currency”. 

Sir Teddy Taylor, a Con- 
•servative sceptic, said the 
tests were “just a means of 
buying some time until the 
circumstances are right to 
make this catastrophic judg- 
ment". 

The committee’s objec- 
tions ivere rebuffed by Mr 
Brown, who used a speech to 
the British -American Busi- 
ness Council to reiterate the 
predominance of his original 
entry criteria. "An economic 
assessment of the advan- 
tages remains the decisive 
test as to whether we will 
enter.” he said. 

Committee members were 
also split on the merits of 
the mooted compromise ov er 
the Presidency or the Euro- 
pean Central Bank. 

Mr Radice said that, while 
formally sharing the position 
would be “illegal" under the 
terms of the Maastricht 
Treaty, “an informal agree- 
ment (between rival candi- 
dates] would be acceptable". 
Quentin Davies described 
the dispute between Wim 
Duisenberg, the German- 
backed Dutch banker, and 
Jean-Claude Trichet. gover- 
nor of the Bank of France, as 
“a complete disaster" for the 
credibility of the single cur- 
rency. 


Stock trading 
move ‘worries 
institutions’ 


By Gauge Graham, 

Banking Editor 

Institutional investors still 
want a “central counter- 
party” so they can trade 
shares anonymously, in spite 
of the London Stock 
Exchange’s decision not to 
pursue this option. 

In response to an 
exchange consultation docu- 
ment on possible changes to 
the workings of its electronic 
order book, several institu- 
tions are urging the 
exchange to think again 
about a central counter- 
party. which they believe 
would not only reduce trad- 
ing costs but also give them 
hill trading anonymity. 

A central counterparty 
would stand in the middle of 
all transactions. Brokers and 
investors would settle up 
with the counterparty and 
not with each other. 

At the moment, although 
orders are posted anony- 
mously on the exchange's 
electronic order book, the 
identity of the buyer or 
seller is revealed to anyone 
who matches an order. 

In addition, one large 
order may be filled by doz- 
ens of smaller ones and the 
investor has to pay settle- 
ment costs on each one. 

A survey conducted by 
Tradepoint, the rival elec- 
tronic market which uses a 
central counterparty, found 
that 85 per cent of institu- 


tional investors considered a 
central counterparty to be 
important for the success of 
order-driven trading. Two 
thirds of them believed that 
having to disclose their trad- 
ing intentions to a broker 
had a negative impact on the 
price they could achieve. 

Stephen Wilson of Trade- 
point said; “You can’t have 
true anonymity if you don’t 
have a central counterparty, 
and the lack of a central 
counterparty is becoming a 
real issue for the LSE.” 

The LSE argues that the 
estimated £20m ($33.40m) 
cost of changing the settle- 
ment system is not justified 
by the savings, and that car- 
rying out such a radical 
change would be dangerous 
at a time when securities 
firms are preoccupied with 
getting their systems ready 
for the European single cur- 
rency and tor the year 2000. 

Tradepoint has struggled 
to attract trading volume 
since it was set up in 1995 
with the first electronic 
order book tn the UK. Last 
year, the L£E introduced its 
own electronic order book. 

However, volume has 
picked up in recent months 
with the addition of trades 
from inter-dealer brokers 
who have turned their back 
on the LSE system. Volumes 
averaged £7i0m a month in 
the first quarter of this year, 
10 times the levels it was 
recording a year earlier. 
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US o nlin e book deal may open price war 



By ABce Rawstbom in Loudon 

Booksellers and publishers 
are braced for the onslaught 
of a US- style online price 
war following the arrival in 
the UK of Amazon, the fast- 
expanding US nnimp book- 
seller. 

Amazon has become one of 
the world's biggest online 
retailers by offering more 
than 25m titles at discounts 
of up to 40 per cent from its 
US base in Seattle. It estab- 
lished a UK base earlier this 
week by buying Bookpages, 


the UK's second largest spe- 
cialist internet bookshop. 

Simon Murdoch, manag in g 
director of Bookpages, says 
the company will continue 
to trade under its own name 
for the foreseeable future, 
but intends to adopt some of 
Amazon's trading practices 
immediately, including dis- 
counting. 

“At the moment, we only 
discount about a hundred of 
our top-selling titles, 
whereas Amazon discounts 

400,000,” he says. “Well start 
discounting across a far 


wider range of titles, as 
Amazon does, but we have 
yet to decide exactly how 

man y." 

Most of the larger UK 
booksellers, including Water- 
stone's and Dillons, have 
been selling books by mail 
order from internet sites 
since last year. There are 
also a number of specialist 
UK online booksellers, 
including Bookpages and the 
Internet Bookshop. 

So far. there has been rela- 
tively Hiwttwl HTwwmtinp in 

the UK online book market. 


in contrast to the US, where 
most of Amazon's competi- 
tors have emulated its policy 
of cutting the list price of US 
titles by between 20 per cent 
and 40 per cent. 

The UK book trade has 
long feared a repetition of a 
US-style price war. Publish- 
ers and booksellers only 
recently recovered from the 
instability that followed the 
collapse of the net book 
agreement, which had pre- 
vented the discounting of 
newly published titles. 

Amazon's arrival in the 


UK, part of a European 
expansion programme that 
includes the acquisition iff 
Telebook. Germany’s biggest 
online specialist bookseller, 
could trigger the start of an 
Internet price war, which 
might then spread to con- 
ventional retail bookshops. 

Mr Murdoch said Book- 
pages hoped to sell US titles 
as well as UK ones. How- 
ever, it would not take a 
final decision until it had 
clarified whether -this would 
infringe UK copyright law. 

Initially, Amazon's UK 


operation will continue to 
trade as Bookpages. but 
eventually the US group is 
expected to introduce its 
own brand name to the UK. 
Amazon has registered the 
rights to use its name on the 
internet in many countries, 
but it is not dear whether it 
owns Amazon.eo.uk. 

Amazon declined to 
comment rat the issue. If it 
does not own the rights 
to Amazon.co.uk. it will 
have to negotiate to buy 
them from the registered 
owner. 


HIGH TECHNOLOGY ENTREPRENEURS BACK INITIATIVE TO PROMOTE ENGLISH REGION CENTRED ON UNIVERSITY CITY 


Silicon Fen’ aims at California 


By Alan Cane In London 

Cambridge-based entrepren- 
eurs. venture capitalists and 
academics have established 
a company with the aim of 
promoting the East Anglia 
region of England, known 
for its fens or low-lying wet- 
land. as a technology centre 
capable of competing with 
California's Silicon Valley. 

The Cambridge Network, a 
limited company set up 
under the chairmanship of 
Professor Sir Alec Broers, 
vice-chancellor of Cambridge 
University, has raised 
£190,000 ($317,300) In three 
weeks to develop an intra- 
net, or local electronic infor- 
mation system, a website 
and marketing initiatives. 


Cambridge and its envi- 
rons are known colloquially 
as “Silicon Fen" because of 
its wealth of electronics ini- 
tiatives. but it has yet to pro- 
duce a £lbn company. Influ- 
ential investment analysts 
will be brought from the US 
to visit leading Cambridge 
companies and a speakers' 
programme is being 
arranged. 

The principals of the Net- 
work. who include Hermann 
Hauser, founder of Acorn 
Computers, want to avoid 
the errors of the early 1980s 
when Bin Gates of Microsoft 
tried to interest Acorn, then 
a world leader in microcom- 
puters. in the MS-DOS oper- 
ating system and was 
politely shown the door. MS- 


DOS and its successors now 
dominate personal comput- 
ing. This year, Microsoft 
funded a Cambridge soft- 
ware laboratory. 

The founding shareholders 
in the Cambridge Network 
are the Amadeus venture 
capital fund in which Micro- 
soft has a major stake, 
Arthur Andersen, the lead- 
ing accountancy firm, 3i, the 
venture capital group, Cam- 
bridge University, N.W. 
Brown, financial consul- 
tancy, and Analyses Group, 
a leading telecommunica- 
tions consultancy. 

They believe Cambridge 
and its surrounding area 
have, or can develop, high- 
technology equal to the best 
in the world but have beat 


held back by poor marketing 

a rut raimmimlrafl nm 

David Cleevely, managing 
director of Analysys. said: 
“We need to focus attention 
on the potential of the 
region - it generates huge 
numbers of ideas but they 
are not always commercially 
exploited." 

Each of the founding mem- 
bers has invested £15,000. 
Projects under consideration 
inrindp the establishment of 
a School of Entrepreneur- 
ship. 

Cambridge 20/20, a study 
sponsored by Alcatel, the 
French telecommunications 
manufacturer, but being car- 
ried out as port of the Net- 
work’s pngrarnme, is exam- 
ining ways that telecom- 


munications be used 
to promote the growth of 
high-technology industries 
while retaining Cambridge's 
historic character. 

The 20/20 group includes 
Peter Radley, Alcatel's, mar- 
keting director and Professor 
Marcial Ecbanique, a special- 
ist in town planning, ft sug 
gests teleworking - substi- 
tuting telecoms for travel - 
nrt»i road pricing could sig- 
nificant redoes traffic peaks. 

The Cambridge Network 
group is determined to 
encompass most of East 
Anglia in its pfo™*, pointing 
out that the whole popula- 
tion of Cambridgeshire is 
about 700,000 people, com- 
pared with 25m in Silicon 
Valleyin the OS. 


Business power nestles amid Cambridge spires 

City continues to boost its reputation as the academic world's 
premier fundraiser from industry, Simon Targett writes 


Wi 


falfctng through Cam- 
bridge these days is 
Him walking through 
a corporate hall of fame. 

There, nestling between 
the medieval spires, is the 
Glaxo Institute of Applied 
Pharmacology, the Hitachi 
Centre for Communications 
Systems Research, and the 
Shell Department of Chemi- 
cal Engineeri n g , 

The academics too wear 
the badge of corporatism: 
the Marks and Spencer 
professor of form health, the 
Guinness professor of 
management studies, and 
the Price Waterhouse 
professor of financial 
accounting. 

Soon there will be the Uni- 
lever centre for molecular 
sciences and the BP Institute 
- with titled professorships 
as well. 

This deal, disclosed in the 
Financial Times, is the latest 
testimony to Cambridge's 
growing reputation as aca- 
deme's premier fundraiser 
from industry. 

Oxford was the first Brit- 
ish university to attract 
more than £100m for 
research - raising £104m in 
1995-96. But most of this 
came from government- 
backed research councils 
and charities, with only 
£5. 6m from industry, accord- 
ing to figures from the 


Higher Education Statistics 
Agency. 

To compete, Cambridge, 
which raised only £85.6m for 
research, has turned to the 
major global companies, 
guided by Professor Sir Alec 
Broers, a former Industrial- 
ist and vice-chancellor of the 
university since 1996. He 
says: “If you do leading 
research, and you want that 
research to be influential, 
you have to look for partners 
in the corporate world - you 

The arrival of vast 
sums of money 
has raised 
questions about 
academic 
independence 


just can't do it alone." 

Cambridge always 
attracted industrial sponsor- 
ship. Fifty years ago, Shell 
gave £15m - some £20m in 
today's money - for a 
department of chemical engi- 
neering. 

But, in the past two years, 
the university has struck a 
host of such spectacular 
deals - capped last year by 


the £12m gift from Bill 
Gates, founder of Microsoft, 
for a computer laboratory. 

Inevitably, the arrival of 
vast sums of money has 
raised questions about aca- 
demic independence - a 
much-prized, concept in file 
university — and the extent 
of so-called “chequebook 
research”. 

Sir Alec acknowledges 
that Cambridge is interested 
“if someone comes along and 
opens the .chequebook”, but 
he says the right balance 
must be struck, as in any 
mutually, beneficial partner- 
ship. '' 

The latest deal, which 
brings £19 5m from BP and 
£L3m from Unilever, has 
been negotiated with the 
assurance that Cambridge’s 
academic freedom is pre- 
served. “This is not a piece 
of contract research,” says 
Andrew Mackenzie. BP's 
director of technology. 
Under the leadership of a 
new BP professor of petro- 
leum sciences, the BP Insti- 
tute will carry out "funda- 
mental, basic research” 
which, because the building 
will be in Cambridge, will be 
given “a high Intellectual 
visibility". 

The Unilever centre, also 
run by a new professor, will, 
the company says, "bring to 
five finger tips of scientists 



and researchers - anywhere 
in the world, and in a readily 
digestible form — everything 
that has ever been discov- 
ered within molecular sci- 
ences”. 

Niall Fitzgerald, Unilever’s 
chainpan . says: “This will 
promote a new openness in 
the distribution and manage- 
ment of knowledge In the 
world of science.” 


More super-deals are 
promised. Cambridge has a 
huge appetite for funds for 
new building - put at £L5m a 
year for the next 30 years. 
And there is the science 
campus on the outskirts of 
the city, which is still only 
at the conceptual stage, but 
is visualised as Cambridge’s 
answer to the Massachusetts 
Institute of Technology. 


GLOBAL INSURANCE MARKET INCREASED COMPETITION BOOSTS PRESSURE TO REFORM CENTURIES-OLD. SYSTEM 


Lloyd’s set to approve capital change 


By Christopher Adams, 

Insurance Co rrespondent 

Lloyd's of London is 
expected soon to approve the 
first of several possible 
reforms designed to acceler- 
ate its transformation into a 
market place backed by per- 
manent capital. 

Underwriters seeking to 
buy space on the syndicates 
they manage will soon be 
able to negotiate "bilateral 
deals” with capital providers 
In parallel with annual 
capacity auctions. 


Some have already been 
using dedicated capital to 
buy from Names the right to 
support the business which 
their syndicates write, creat- 
ing nascent insurance com- 
panies in the process. 

Such a move would accel- 
erate the restructuring of 
the Lloyd’s market Several 
of the big corporate funds 
that have already formed 
strong equity ties with 
underwriting agents, but 
which still back a wide 
range of business at Lloyd's, 
are seeking to restrict their 


activities to just a few syndi- 
cates. 

The change comes as 
increased competition in 
global insurance markets is 
adding to pressure at Lloyd's 
to reform its centuries-old 
system of capital provision. . 

Ron Sandler, chief execu- 
tive of Lloyd’s, has signalled 
that the “annual venture", 
where Lloyd's insurance syn- 
dicates raise fresh capital 
each year from Names and 
other backers, may need to 
be replaced by longer-term 
funding. 


The need to raise capital 
annuany malms long term 
business decisions difficult, 
say same underwriters. Few, 
though, have yet acquired 
complete control over the 
syndicates they manage. 

The main way to buy 
capacity on syndicates has 
been through annual auc- 
tions, by which the Names, 
individuals whose -personal 
assets have traditionally 
backed Lloyd’s, can realise 
value on their participation 
by selling the capacity for 
cash. 


This has been a slow pro- 
cess. Trading in the auctions 
is conducted through sealed 
bids and offers, with buyers 
pajring the price they bid. 
Critics say the current sys- 
tem limits trading in large 
chunks of capacity because 
buyers do not know if their 
bids will be successful. 
Before last year's auctions 
began, some underwriters 
made open offers to all their 
capital providers. 

The proposed changes 
could reduce liquidity in the 
auctions themselves. 


Patten’s 
N Ireland 
policing 
probe is 
welcomed 


By Join Hurray Brown 
taDubflu 


Most nationalist and pro- 
British parties In Northern 
Ireland yesterday welcomed 
the appointment of Chris 
Patten as bead of the com- 
mission on policing as part 
of the peace agreement Mr 
Patten, a farmer Conserva- 
tive par ty environment min- 
ister, was later the last UK 
colonial governor of Hong 
Kong before last year's hand- 
over to China. 

"He is someone vary much 
involved in many aspects of 
the cre a ti v e dements of life 
in Britain,” said Seamus 

Ma11nn L , tlpp nt y too dor of the 
moderate nationalist Social 
Democratic and Labour 
party. 

Mr Patten’s appointment 
-was opposed by the fiercely 
Protestant Democratic 
Unionist party and the much 
smaTlpr UK Unionist party. 


both of which boycotted the 
recent peace talks. 

Ian Paisley • Jr, Justice 
spokesman for the Demo- 
cratic Unionists, told BBC 
Radio in Northern Ireland: 
"He Is certainly. a very 
important national figure, 
but he is going to be over a 
nati o nal commission, and 
just because be is in charge 
it doesn’t mean we should 
gives big sigh of great relief, 
ft js raft the personalities 
wbd^reTiivriW^S^e should 
look at the policies and 
recognise they are funda- 
mentally flawed.” 

In a community where the 
Royal Ulster Constabulary, 
the Northern Ireland police 
force, is only 8 per cent 
Catholic - and, nationalists 
would say. 100 per cent 
unionist - any changes are 
likely to cause big divisions. 
The peace agreement merely 
says the commission will 
“bring forward proposals for 
future policing structures" 
which will have to enjoy 
“widespread community sup- 
port". 

The commission, which Is 
set to repeat next summer, is 
to look at changes in “the 
composition, recruitment, 
training, culture, ethos and 
symbols” of the police. There 
is a range of options. John 
Brewer, law professor at 
Queens University In Bel- 
fast, says the parties foil into 
three camps: “Those who 
believe nothing needs to be 
done, those who say nothing 
can be done and those who 
say something most be 
done.” 

He believes there is far 
more agreement on the need 
for structural reform than 
on changes to the symbols - 
the name itself being mam 
target of nationalist reform. 
Policing is not, for the 
moment at least, an area to 
be devolved to the new local 
assembly. David Trimble, 
the Ulster Unionist leader, 
welcomed assurances from 
Tony Blair, the prune minis* 
ter, that the police force 
would not be disbanded. 


NEWS DIGEST 


BRITISH STANDARDS INSTITUTION 




$ 60 m acquisition marks 
move into world market 

The British Standards institution yesterday onnowced it ted 
hem granted “moukJ-bmaldng- commercial ™ 

government to borrow £36U5m (S60m) to buy I ^pectora . 
inspection company. The acquisition marks 
body's move Into the growing international market for assoss- 

Ing quality and safety standards. 

Acquiring Inspectorate wffl give SSI access to rts toeing 
operations In more than 90 countries, making It tno wonas 
largest standards setting body. Annual turnover will almost 
double to £1 62.86m and the workforce to 3,400. 

BSI‘s status as a worid leader, with many of its products 
adopted by the International Standards Organisation , has 
been threatened because it lacks the global reach of larger 
competitors (n Germany and France. Muttinational com p a ni es 
are Increasingly buyfrg their quality assessment and certifies- 
ton from a ainoie &uDDKer> 

i a** year BSTs operating profit was £4.06m on turnover of 
£89. 65m plus a government grant of E6.4m. Excluding excep- 
tional items, profits ware £9. 64m. Gautam Malkani, London 

TRANSPORT POLICY 

Spending freedom expected 

John Prescott, deputy prime minister and chief transport min- 
ister, expects the transport white paper [government policy 
paper} due In June to adow revenues raised from transport 
charging to be applied to improving transport infrastructure 
end public t ran s port . This would represent a breakthrough for 
the deputy prime minister and his officials over long-standing 
Treasury objections to “hypothecation,* allowing rev enue s 
from a particular area of economic activity to be retained for 
spending In that area. 

Mr Prescott stressed that the move to hypothecation was 
being taken with great care to avoid opposition charges that 
the Labour government was loosening its controls of public 
finances. The Incflcatlons are that much of the responsibility 
for applying charges to casta car use wflJ he handed down to 
municipal authorities. They wffl be encouraged to devise 
schemes Including charging for entry to congested city 
centres. Charles Batchelor and George Parker, London 
bn. Page 24 

LONDON TRAFFIC 


Capital faces parking ‘plague’ 

London faces a "plague” of 
more than 120.000 new car 

parking spaces - including 
those for the Millennium Dome 
- which th r eate ns to under- 
mine any govemnwit strategy 
for traffic reduction in the cap- 
ital, the CouncS for foe Protec- 
tion of Rural England said yes- 
terday. The CPRE says that 
while John Prescott, deputy 
prime minister and chief trans- 
port min later. Is urging people 
to leave their cars at home, 
developers - and In foe case 
at the Greenwich dome, the 
government Itself.- are “run- 
ning amok” with plans that wiM 
have the opposite effect The 
schemes Include Terminal 5 at 
Heathrow airport, where BAA wants to create 27 J0QQ parking 
spaces, and the Millennium Dome, which wtfl have 6,100 
spaces at park-end -ride sites. Brian Groom, London 


OFFICE OF FAIR TRADING 



Bus operators ‘in secret deals’ 

Ten bus companies in north-west England struck secret deals 
to reduce competition and push up fares, foe Office of Fair 
Trading said yesterday. Merseyside Transport (MTL) and nine 
other bus operators have been referred to the Restrictive 
Practices Court The office is asking the court to make orders 
banning foe alleged agreements when it hears fop cases later 
this year. 

MTL, which operates buses in London and northern 
England and treks in the north said it would look In detail at 
foe aBegaHons. It said they would not affect its plans for 
either a sale or public offering of its buskiess. The OFT said 
MIL had already expressed wttBngness to give undertakings 
to the court. 

. The other companies alleged to be involved In the cartels 
were Greater Manchester Buses North, Greeter Manchester 
Buses South. South Lancashire Transport Company, David 
Tamer Travel, Nip-On Transport Service, North Western Road 
Car Company, C&M Travel. PMT, and Hatton Borough 
Transport. Charles Batchelor, London 


GLOBAL WARMING 


Warning over flood defences 

Britain could be vulnerable to catastrophic flooding without a 
significant increase In funding for foe nation's flood defences, 
flood defence officials warned yesterday. Geoff Mance, water 
management director at foe Environment Agency, told the 
House of Com m ons agriculture committee that aid defences 
were designed to withstand disasters such as foe recent 
floods only once In a century. 

But this assumption could be overtaken by a possible 
increase in storminess and sea levels as a result of global 
warning. The flooding, concentrated in parts of central and 
eastern England, kilted four people and caused property dam- 
age of up to Clbn ($l.67bn). Leyta Boulton, London 
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We invented the miniature clothes-pin that comes with your in-flight meaL This may not be history’s greatest innovation, but if the sauce gets out of hand it will land 
on the table napkin, not on your clothes. Bon appetitl We care for you all the way. For more Information, visit us at www.sas.se or call 0845 60 727 727. 
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MANAGEMENT & TECHNOLOGY 


INFORMATION TECHNOLOGY INTERNET SERVICE PROVIDERS 


Internet small fry on 
the road to oblivion 


Europe’s small ISPs are in danger of being eaten up by both 
telecoms companies and larger US rivals, says Richard Poynder 



Steve Carlson had 
high expectations 
three years ago when 
he founded iSYS Hungary, a 
small Budapest-based inter- 
net service provider. "We 
looked at the US market and 
figured the ISP business was 
a gold mine.'’ he says. 

“But the access business 
was never profitable for us. 
And when Matav [the Hun- 
garian telecommunications 
utility] entered the mar- 
ket, it triggered a price war." 

With their business plan 
collapsing before their eyes, 
Mr Carlson and his fellow 
directors bit the bullet "Our 
choice was to sell 15 per cent 
of iSYS to Matav, pass them 
the access customers and 
focus on web design," he 
says. 

Market forces are just as 
crushing in western Europe. 
“At the moment we have a 
price war that nobody can 
afford,” confirms Sven Dirks, 
who manages 1.800 customer 
accounts at IVM. a small ISP 
in Waldorf, a town near 
Bonn. Nobody, that is, 
except the big guys. “The sit- 
uation is very much like the 
PC market 10 years ago. 
where a lot of smaller PC 
dealers went out of business 
due to ever-decreasing 
revenues." 

Mr Dtrks’s company is one 
of 2,500 ISPs in the fast- 
growing European market: 
Dataquest Europe, the IT 
market research group, 
expects revenue virtually to 
double by 3001, to $4.5bn 
from today’s $28bn, and the 
number of users to increase 
to more than fiftm from 

Some of these ISPs have a 


few hundred customers, 
compared with 150,000 sub- 
scribers for Demon Internet, 
the mid-sized UR provider, 
and 12m for AOL. the inter- 
national online giant 
Still, small and mid-sized 
ISPs c laim ed 56 per cent of 
the European market in 
1906, according to the latest 
statistics from Dataquest In 
the past two years, however, 
the European telecoms 
groups and large US provid- 
ers have entered the fray. 
Analysts expect smaller ISPS 
will soon start to litter the 
information superhighway, 
the ma dkill of inadequate 


lions," says Ken Fraser, 
principal analyst at Data- 
quest Europe, "this hasn’t 
made much difference to the 
gross number of ISPs.” 

The targets for acquisition 
are the successful ISPs. But 
those may be in the minor- 
ity. "There are still lots of 
mom-and-pop, back-room, 
and corner shop-level 
operations in existence. 
Some of these are suppos- 
edly operated for a profit, 
but barely so." Mr Fraser 
says. 

Pricing pressures are not 
the only challenge for small 
ISPs - they must also keep 


The situation is very much like 
the PC market 10 years ago, where 
a lot of smaller PC dealers went 
out of business’ 


business models and collaps- 
ing margin g. 

In the UK, Barry Reynolds 
Is starting to feel the pinch. 
His company, Multipro, runs 
the 300-subscriber Thames 
Global Internet Services, and 
might reach £40,000 ($66300) 
in revenue this year, not 
enough to pay hhncaif or his 
part-time partner. The prob- 
lem "Demon has set the UK 
rate far dial-up access at £10 
a month - and everyone is 
having to compete against 
that.” 

Despite the competition, 
new entrants, often moti- 
vated by altruism, are easy 
to find, “So although there 
have been some acquisi- 


up with the latest technol- 
ogy. Customers were once 
content with standard ana- 
logue modems. Now they 
want to connect using faster, 
digitally enhanced modems 
and Integrated Services Digi- 
tal Network (ISDN) lines. 
Soon they will be demanding 
access via Asymmetric Digi- 
tal Subscriber Line(s) 
(ADSL), cable and satellite. 

"Where previously it was 
simply a matter of going out 
and buying a few more 
modems, [smaller ISPs] now 
need to make additional 
investment In a diverse 
range of new access 
methods,” says Mr Fraser. 

As connectivity becomes 



less of a service and more of 
a commodity, analysts and 
web entrepreneurs agree 
that smaller ISPs will adapt 
or die. But few can describe 
the small ISP of the fixture. 
Mr Fraser sees that the 
smaller ISP “is increasingly 

going to be squeezed by the 
telcos in the consumer mar- 
ket, which is going to be 
totally price-dominated, and 
by the larger players like 
UUNET and PSINet In the 
larger corporate market" 
But he still fa eh eves there 
Is room for smaller ISPs. 
"They need to specialise," he 
says. "This might literally be 
geographic, because people 
do like to buy locally, and 
the Idea of having support 
locally is an a tt ract i v e one. 
Or it might be a market sec- 
tor, because the commerce 
side is going to be increas- 
ingly Important" 

Even the biggest ISPs, 
though, have a soft spot for 
the small try. "There is a 
need to encourage small 
businesses to take advantage 
of the Internet,” says Rich- 
ard Woods, spokesman for 
UUNET UK. a WorldCom 
subsidiary. 

He says that although 
UUNET does service this 
segment it is not the compa- 
ny's “natural market”. But, 
he says, it is vital that 
smaller ISPs offer val- 
ue-added services such as 
web design, advice on set- 
ting up an intranet advice 
service, web hosting and 
mail hosting. 

Mr Dirk has got the mes- 
sage. Offering a dial-up ser- 
vice, he says, should be a 
secondary activity, merely a 
vehicle for higher-value busi- 
ness. "We see the selling of 
connectivity as a platform 
for selling other services. 
Right now we are moving 
into consulting and systems 
integration.” 

Mr Reynolds, meanwhile, 
foresees a healthy margin in 
selling leased lines, as there 
is little up-front cost He is 
also talking to a potential 
client who wants to sell ties 
over the internet, and is 
thinking about other possi- 
bilities for e-commerce on 
the web. 

Mr Reynolds, a former 
British Gas finance director 
who has a company pension 
and whose partner has a 
full-time job, can afford to sit 
out the squeeze on small 
ISPs. “I suppose [Thames 
Global] is a hobby business 
that has grown into some- 
thing more than ori ginall y 
intended," he muses. 

But not all small ISPS are 
so fortunate. Pricing pres- 
sures were apparently too 
much for WlldNET, a small 
ISP based in the UK that 
closed in November. "They 
just ceased trading one day,” 
says web designer Rob 
Mason, who was a customer 
and tenant. 



^FORMATION TECHNOLOGY BRIEFS 


Smartcard technology added to mobile phones 


One of the factors delaying 
the widespread use of 
smartcards - plastic cards 
that contain a 
semiconductor chip instead 
of a magnetic strip - Is the 
need to install terminals to 
read the cards and, in the 
case of cards operating as 
el e ct ronic wallets, to ‘Toad" 
them with electronic cash. 

Motorola, the US 
el e ctro nics and 
communications group, has 
come up with an innovative 
solution using a tfigftal GSM 
mobile telephone handsaw 
writes Paul Taylor. Every GSM 
telephone requires a 

subscriber Inf orma tion 
module (Sun card} - a type 
of smartcard — before it can 
be used. 

Motorola has taken one of 
Its GSM phones, the 
StarTAG pocket phone, and 


added a second card slot, 
turning ft into what ft terms 
“the in tegr a te d smartcard 
phone’ 1 which combines the 

features of a traditional 
GSM phone with the 
potential of smartcard 
technology. The 

development is expected to 
pave the way tor a range of 
consumer appBcaOons, 
Including playing the role of 
a mobile automated tefler 
machin e, remote ticketing, 
pay-as-you-use telephony 
andftexfoJe, secure onfine 

payments. 

By adefing an additional 
small GSM Sim card reader 
to the StarTAG handset. 
Motorola has freed the 
existing fuQ-size large 
format card reader for use 
by a ttvd-party smartcard 
issuer, such as a bank. 
Motorola beBeves eariy uses 


for the smartcard phone 
could include ordering 
foreign currency or booking 
cinema tickets whB* on the 
move, or paying for goods 
and sendees securely over 
the GSM network. 

A user wanting to buy 
products or services over 
the phone would simply 
instal the smtutoardj, dtal 
the telephone number and 
then book and pay fbrtiie 
item. The phone ootdd also 

be used to check bank 
betanoes, transfer money 
between accounts or pay . 
bflls onfine. It cotrid also act 
as a mobBe cash terminal to 
load new funds on to a 
smartca rd, such as the 
Mondex cfigftaf cash card for 
use in cashless 
environments. 

Chris Jackson, director erf 
mar ket in g In Motorola’s 


European cetlutar subscriber 
group, says the group 
produced the two-slot 
version of the’StarTAC in 
just a few months and plans 
to have the new phone in 
production by the end of 
this year. "Motorola led the 
market in effectively taking 
pay phones off the wail and 
platting them in con s u m er 
hands. Now we ora planning 

to do the same thing with 

ATM machines - enabling a 
new cashless society where 
people can inst a ntly access 
electronic cash and 
services.*’ Mr Jackson 

be&aves financial 
Institutions, telephone 
network operators, airlines 
and mass transit authorities 
are among the potential 
issuers of smartcards that 
would use the phone. 
ivww.mof.com 


BRIEF 


Looking at the 
PC, looking 
at you . . 


An increasing number of PCs 
are being fitted with video 
cameras for desktop video- 
conferencing or web 
photography. But why not put 
the hardware to use when you 
are away from the desk to 
monitor who "borrowed” your 

mug or came looking for you? 

Connectix, the company 
that developed the QinckCam, 
one of the first low-cost digital 
video cameras, has launched 
a software program cafled 
DigrtalRadar, an innovative 
and affordable motion- 
detection package that keeps 
watch while the PC user is 
away from the desk. 

DigttalRadar's 

auto-schedule feature can be 
set to turn on automatically 
and to record a video of 
anyone who enters the office, 
or it win sound a warning and 
personal message to deter 
casual borrowers. DjgftaiRadar 
is available for Windows 95 
and Macintosh machines and 
costs about $30. 
www.connec0x.com 


Follow that 
herd of cows 


Graham Technology, a 
Glasgow-based technology 
company with links to the 
farming industry, has launched 
a scheme that lets farmers 


participate In a new online 
registration system enabling 
cattle to be traced, and 
thereby reassuring consumers. 

Two schemes, TracePlus 
and Bits, aim to help farmers 
comply wSti toe legal 
requirements of birth 
registration, movement 
records, and application for 
cattle passports whether by 
direct access from a PC or by 
telephone. Churned benefits 
indude centraSsed herd 
i nform ati on, instant access to 
aH registered animals' data, 
less adma d stration, and an 
approved interface to the 
systems of the UK's Ministry 
of Agricdture. Fisheries and 
Food 

"The current paper-based 
system is not the best way 
forward, and ndfions could be 
saved by removing the 
cumbersome ad mi nistration 

behind it,” says lain Graham, 
chief executive of the 
company and a successful 
broo der of Hig hl and 
cattle. 

www.gtnet.com/elitB. 


WISH AIRWAYS 


Communications 

solution 


Ofitec, a French c o mpan y that 
pioneered autonomous 
modems - devices that allow 
users to gaih access to their ■ 
voice and fax messages even 
if their PC is switched off - 
has taken the concept further 
wift the introduction of the 
Self Memory 56000 Phone. 
The machine, which costs 



British Airways hi tasting s oontectteCT s martca rd-hased system at 
Gatwick to cut delays caused by missing passengers. Developed 
by PhKps, it exploits advances ki radio frequency tagging 


around $250, features a 
desktop microphone and 
infra-red remote control 
device that lets users make 
and receive hands-free voice 
calls with their modem, even 
when it is switched off. it can 
also set answering machine - 
functions, set the modem to 
fax only, voice only or voice 
and fax, and set speaker 
volume. 

Ofitec says the new device 
removes the need for 


dedcatad telephone, fax, 
answerphone and data 
communications equipment, it 
includes a dedicated 
microprocessor and 2MB of 
memory for message storage, 
enabling it to receive and 
store up to 20 minutes of 
voice messages, or 50-100 
pages of foxes. 
www.oMec.com 


Paul Taylor 



JOHN KAY 


. • • K/ » > 
•• - - •' 


— - 


• V A-\ 




♦ * ' 

• .. ...... 

, . ».V v ' »:>• - 1\ ui ' ; .. 


-• - v-*' 

.... ... 


•. ■ ••• •' 


\*r ■ - • • • 

■ ' *, •• » 

vftrr*'*-' - 

trr:. ' . 

''• f '-’V ’ 

V->- * • 

• 

*■ ■ •-*. 


We’re all postmodern now 


Executives who talk of redefining the company may be making 
the same mistakes as the architects who designed tower blocks 
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The statistics of the f utoee- haven't been written yet. < 
Don’t let ScAWne else tircitci then for you. 

For your wy in the future thin the Debate of the Age, 
D800 783 48S2 or www-age20QO.org kUk 




Architecture today is 
generally described as 
postmodern. It rejects the 
values that inspired the 
modern architecture of the 
1950s and 1960s. You can see 
these values all over many 
cities. The buddings are tall, 
grey, neglected and awaiting 
demolition. Never before has 
the construction of an. era 
been so short-lived. 

Yet the architects who 
devised these buildings were 
neither stupid nor 
untalented people. The finest 
buildings of the founders of 
modern architecture - men 
such as van der Rohe, 
Gropius and le Corbusier - 
display genius to matrii ttu» 
great architects of any era. 
But they were gripped by a 
theory of modernity, a 
theory encapsulated in le 
Corbusier's famous remark 
that "a house is a machme 
for living in". That 
philosophy reached its high 
point in the units 
dhdbiiation le Corbusier 
designed on the outskirts of 
Marseilles. We now call 
them tower blocks. 

The theory of modern 
architecture began by 
distancing itself from the 
past For centuries 
architects had been 
constrained by principles of 
classical design, Inherited 
from the Greeks and 
Romans. In this tradition 
houses are recognizably 
houses, whether PaHadian 
villas or Highland crofts, 
whether built by the 
Emperor Hadrian or George 
Whnpey. 

Any child asked to draw a 
house will sketch a building 
with symmetrical windows 
arranged around a door 
beneath a sloping root, 

Modem architects, aided 
bv technology, felt able to 


challenge all that The only 
constraints were those of the 
imagination. It was time to 
rethink tbe-pueposes of a 
building from first principles 
an an entirely rational basis: 
literally from the ground up. 
So modem architects 
assumed for themselves a 
leadership role. They were 
the harbingers of a new age. 
While Vanbrugh or Robert 
Adam had been tradesmen, 
sympathetic but 
marvellously skflfol 
interpreters of the needs of 
their wealthy clients, the 
objective of the modernists 
was to drag ns all lacking 
and screaming into the 
technological future. 

And then there was an 
emphas is on functionality. 
Buildings were to be 
stripped of anything that 
was not directly useful 
Ornament was superficial, 
wasteful and in the end 
dishonest Buildings should 
be true to their essential 
purpose. And in these 
requirements - modernity, 
rational iam and 
functionality - modem 
architects were resolutely 
supported by modem 
politicians and modem 
planners. 

We now know it was all a 
ghastly mistake. The leading 
theorist of postmodern * 
architecture, Charles Jenks, 
dates the end of the modem 
era from 1972, when the city 
of St Louis decided to 
demolish the apartment 
blocks for which it had 
received architectural prizes 
only 17 years eariier. Since 
then, municipalities and 
companies an over the 
world have followed their 
example. 

The point, of course, is 
that houses are not just 
machin e s for living in. They 


are homes and parts of 
communities. To serve these 
needs demands respect for 
conventional - even banal - 
aesthetics and for the social 
relationships that make 
homes and communities. 

The tower blocks, with their 
emphasis on functionality, 
earned so little respect from 
their Inhabitants that they 
urinated in the lifts, painted 
graffiti on the walls and 
quickly destroyed even the 
prized functionality.' 

No one would make these 
mistakes today. Or would 
they? If you want a clue as 
to who might, take a look at 
the buildings erected by 
modem corporations: 
rational modem, functional 
and almost uniformly 
undistinguished. The 
greatest postmodern 

corporate headquarters are 
probably those of AT&T and 
HSBC - exceptions that 
prove the rule, built by 
companies that have been 
able to stand back a little 
from the pressures of 
competitive markets. 

Perhaps the only recent 
UK corporate headquarters 
of any architectural interest 
is the Lloyd’s of London 
building, and thereby hangs 
a tale. No British company 
today has the self-confidence 
exuded by the massive piles 
that ICI and Unilever built 
between the world wars on 
the banks of the river 
Thames. 

Gropius and le Corbusier 
would feel strangely at home 
in today's boardrooms. Have 
you ever heard a chief 
executive emphasise the 
need for a company to 
distance itself from the past, 
and rethink the nature of its 
activities from first 
principles? Have you ever 
heard a chief executive say 


it is no longer enough to 
lead ETom behind, that 
executives must understand 
the evolution of their 
organisation and exemplify 
that evolution? That today it 
is necessary to define a 
vision and lead everyone in 
the company towards it? 

And have you ever heard a 
chief executive say that the 
modern company must be 
lean and mean, and that any 
part of it that cannot be 
Justified in strict functional 
terms must be feliminated? 
Come to think of it, have 
you ever heard a recent 
speech from a chief 
executive that has not said 
all these things? 

Now maybe there is a 
difference between the 
architecture of buildings and 
the architecture of 
organisations. Maybe it is 
true that the functionality of 
buildings depends, in the 
long run, on the intangible 
aspects of the relationship 
between the buildings and 
the occupants, things that 
cannot be easily articulated 
but have been learnt from 
generations of experience: 
but this is not true of the 
functionality of 
corporations. 

Maybe it is true that we 
can destroy communities 
when we restructure them 
without regard to the wishes 
of their members, but this is 
not the case when we > 
restructure corporations. 

Or maybe there are no 
such differences, and the 
architects of modern 
companies are repeating the 
errors of the architects of 
modern buildings. Perhaps it 
is time to develop a theory of 
postmodern management. 


The author is the Peter 
Moores Director of the Said * 
Business School at Oxford 
University and a director of 
London Economics. This 
column appears fartniQfui#. 
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A quiet trendsetter makes a move 

Pierre Ruhe talks to conductor David Zinman as he prepares to leave the Baltimore Symphony Orchestra for Zurich 

When David Zinman, 


,. — . mnsic 

director of the Baltimore Sym- 
phony Orchestra, received 
Colombia University's 1997 Dh- 
son Conductors’ Award, his "ern- 
ciai role in bringing many of 
America's finest younger compos- 
ers into national and interna- 
tional prominence” was cited. 
“No American conductor of 
recent years has made American 
music more central to the reper- 
toire. ..and none has performed 
It with more passion and care.” A 
fair assessment. 

hi 23 seasons leading the BSO 
Zinman turned the historic port 
city on the Chesapeake Bay into 
one of the best places to >»«*«• 
both the latest trends in contem- 
porary music - much of it Ameri- 
can - as well as exceptionally 
spirited, taut performances of 
Beethoven, Mozart and Schu- 
mann. 

The BSO has a uniquely “popu- 
lar” origin, having been the only 
American orchestra founded, in 
1916, as a branch of city govern- 
ment. Privatisation came in 1942. 
In the intervening years, the 
orchestra mostly suffered from 
financial and artistic fateo starts, 
until reborn with a new hall and, 
a few yeans later, Zintpan as 
music director. 


This season will be his last 
with tiie BSO. He is moving his 
base from Baltimore to Zurich, 
where he led the Tonballe 
Orchestra since lflSS. Beginning 
in 2000, Yuri Temirkanov takes 
Over the BSO, While mairrtnirdTip 
positions with the St. Petersb ur g 
Philh armonic and with London’s 

Royal P faiThqiTnwwvir 


in 19S6, Zinman for a time lived 
across the street from Bela Bar- 
16k: he remembers throwing 
stones at the old man’s window, 
which is not quite the level of 

respect he now gives contempo- 
rary composers. He studied vio- 
lin, composition and conducting 
before becoming Pierre Mon- 
tetufs assistant in the early 


tiche: Bolcom, Torke, Eemis, 
Daugherty, Mackey and Daniel- 
pour, all composers be played 
(and recorded, mostly on Argo) 
years before they became fash- 
ionable. 

Of all the many records he has 
cut, Christopher Rouse’s Sym- 
phony No. l stands above the 
others, Zinman feels. To always 


Many young US composers are now identified with Zinman, who 
played and recorded their works before they became fashionable 


Health problems prompted Zin- 
man’s ret ire ment from Baltimore. 

- Stress levels are lower in Zurich 
t han for any US baud because the 
orchestra is financially secure. 
Just nine people run the Ton- 
balle Orchestra, although it gives 
just as many concerts as Balti- 
more - which employs at least 
70. many of whom toil in the 
fundraising and marketing 
departments, gfwman is also 
reducing his guest conducting 
schedule, although he has taken 
over the Aspen music festival 
and looks forward to a summer 
in the dry mountain air coaching 
young conductors and student 
orchestras. 

Born in the Bronx. New York, 


‘Fairy Queen’ 
is no drag 


OPERA 




The Rtfry Qaeea 
BigB* National Opera 

Dictionary does not attempt a 
definition of “camp” but the cam- 
pilexs do not need to look Ear for 
inspiration. An evening at 
English National Opera’s produc- 
tion of The Fairy Queen will 
show the term rampant in all its 
colourful, vulgar, over-the-top, 
suggestive glory. 

Most opera companies would 
rather run a mile than stage one 
of Purcell’s notoriously problem- 
atic semi -operas, but the compos- 
er’s tercentenary in 1995 left 
those in Britain with no option. 
The Royal Opera responded with 
a lavish co-production of King 
Arthur with the Theatre du 
Ch&telet in Paris, which was 
regarded as one of the hits of the 
year, and ENO with tills contro- 
versial Queen. 

Two-and-a-half years later it is 
making a comeback with its 
excesses tamed, so they say. 
though on a first-time visit it is 
difficult to This is ENO in its 
most aggressively trendy mode. 
Somewhere in the depths of 
Islington there probably are 
people who give parties like this, 
where you are simply not one of 
the crowd unless you turn up in 
white shorts with slinky knee- 
length black leather boots or full 
evening wear topped with little 
glittery silver wings - and that is 
just the men. 

A lot of fun is had by all, and 
rathe- more might have been had 
by the audience, if David Pount- 
ney’s original production bad 
known when to stop. Scrape 
away the layers of eyeshadow, 
strip off the gold jockstraps, and 
underneath is a fairly canny idea 
of how to handle this awkward 
combination of straight play and 
opera. Essentially, what Pount- 
ney did was to conflate the two 
halves so that the musical num- 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


CONCERTS 

Concortpebouw 

Tek 31-20-675 4411 

• London Symphony Orchestra: 
conducted by Michael TBson 
Thomas in wkjHcs by Bemstoln and 
Copland; May 2 

• London Symphony Orchestra: 

conducted by Michael TBson 
.Thomas In works by Bernstein, . . 

1 hras, Mahler and Strauss; 

May 3 

EXHffimONS 

BBtofflueeum 

Tel: 31-20-573 2121 
Sawings from the Qofden Age: 
special display of 100 17th century 
Dutch drawings. Highlights include 
landscapes by Voscher, Van der 
VeWe and Van Qogen; to Jul 12 

BERLIN 

dance - 

D«W*che Oper 

T»b 49^0-34334-01 

SyJpHda; revival of a production 
°®»lflh*d by DavkJ WhBcer and 

by Peter Schsufuss, after 
Al «ust Sourwnvflte; May 1 


hi repatuy at the 
WC2. 


London 


OPERA 

Deutsche Oper 

Tef: 49-30-3433401 

• Lohengrin: by Wagner. Revival 
of a production conducted by 
Christian Thielemann and staged 
by G6tz Friedrich; Apr 30 

• Parsifal: by Wagner. New 
production conducted by Christian 
Thielemann in a staging by Gfltz 
Friedrich; May 3 


CHICAGO 

CONCERTS 
Orchestra Halt 

ret 1-312-294-9000 
www.chIcagosyniphony.org 
Chicago Symphony Orchestra: 
conducted by Pierre Boulez in 
works by Ravel, Ligeti, Messiaen 
and Roussel With piano soloist 
pJefre-Laurenl Aimard; Apr 30; May 
1.2 

EDINBURGH 

EXHIBITIONS 

Scottish National GaBery of 
Modem Art 

Tef: 44-131-624 6200 

Sacred and Profane: Cel urn Colvin. 

Display of 10 . 

gp^cjjjjy^xtmmisaoned works by 
one of Scotland's leading 
contemporary artists; to Jun 28 

FLORENCE 

OPERA 

Maggio Musical* RorenOno 
Tab 39-55-211158 

www.rmggfofiorantiTia-cofTi 

Lady Macbeth oTMtsensJc by 
Shostakovich. New production by 
Lev DodSn. conducted by Semyon 
Bychkov: Teetro Com unale; Apr 


1960s. Appointments with the 
Netherlands Chamber Orchestra, 
Rochester Philharmonic and the 
venturesome Rotterdam Philhar- 
monic foDowed. 

Uke Monteux, Tinm an'S wit is 
fondly remembered by his play- 
mu. In rehearsal he once growled 
at tbe basses “play like dogs hun- 
gry for meat" To an oboist: “play 
tMg tile** a squashed duck, moan- 
ing softly against a greasy, grey 
sky." Again like Monteux, he win 
enter history for the new works 
he helped foster. 

Many young American compos- 
ers are now identified with Zip- 
man , t he ir works often rhythmi- 
cally jazzy with pop overtones 
and a ppnrfmnt. for stylistic pas- 


moved by tha t symphony In a 
very sp ecial way. if Td done noth- 
ing else in my life that would be 
important enough.” 

It was Rouse who directed Zin- 
man to what became the oondno- 
tor's widest international audi- 
ence, the best-selling recording of 
Henryk Gdrecki’s Third Sym- 
phony. That record’s success 
helped convince the music indus- 
try that living composers can 
hold broad appeal and should be 
promoted accordingly. 

Yet 7.1nman 's recordings of the 
standard Romantic repertoire 
pale alongside those of his peers. 
This appears to be due to the 
absence of an exaggerated, com- 
manding personality on the 


podium rather than any lack of 
lucidity or firm architectural 
grasp; these he does brilliantly. 
Perhaps his form of modesty - “I 
was never ambitious f or any- 
thing.” he has said - accounts for 
Zinman 's comparatively unas- 
suming career. 

His Beethoven, in contrast, 
sounds like fresh, newly com- 
posed music, all his own. He has 
best resolved the conflicting pres- 
sures from the historically-in- 
formed movement with the natu- 
ral strengths of the modern 
symphony orchestra, through an 
approach that is rhythmically 
vital and harmonically pungent 
as well as lithe, full-bodied and 
warm. The winds gain promi- 
nence and he pushes tempi to 
just inside what the players can 
comfortable navigate. In perfor- 
mance it can be thrilling. With 
his Zurich orchestra, be will be 
the first to record all the Beeth- 
oven symphonies using Jonathan 
del Mar's new edition, published 
by Baren r eiter. Baltimore audi- 
ences might not have realised the 
multi-faceted treasure they had 
in Zinman; certainly few in the 
US acknowledged his accomplish- 
ments. 

When named the BSO's music 
director-designate, Temirkanov 


here take over the story erf the 
play and the text, bowdlerised 
Shakespeare, can be left oat 
entirely. 

Puck is played here by a 
dancer, the energetic Simon Rice 

- goatee and pigtail naturally, 
and he probably playB Oasis very 
loud in the fa fry dell Thomas 
Randle gvn gs O heron with mare 
heft than grace, and Yvonne 
Kenny overcomes problems with 
tuning to sing the plums allotted 
to Titania with the sort of steely 
purity-on-a-big-scale that the Lon- 
don Coliseum demands. It is a 
relief when she is left alone on 
stage for the “Plaint”, when the 
rest of the evening gets overrun 
by extras. There have been so 
many cross-dressing fairies flit- 
ting about that the real drag 
scene between PurcelTs Condon 
and Mopsa would not be funny at 
all. if Jonathan Best - also a 
splendidly deadpan Drunken Poet 

- did not join with Christopher 
Robson to make it so sly. 

The Chinese episode has viva- 
cious dancing and the central 
divertissement casts a satirical 
eye over Purcell’s effusive hymn- 
ing of our kings and queens. 
There is not much stylish singing 
outside those members of the 
cast who can maintain a pure 
and musical hue, notably Janis 
Kelly, Mary Hegarty and Rytand 
AngeL But in any case there are 
plenty of better performances of 
the music to be beard in concert- 
halls than this one, conducted by 
Nicholas Kok, in an oversized 
theatre where the orchestra gets 
muffled. The reason for going to 
see it is the vitality the music 
unleashes on stage. Whatever 
else Purcell's contemporaries 
might have done with The Fairy 
Queen, it would not have been 
stuffy or boring. ENO’s produc- 
tion is neither of those things. 
After all. what Is “camp” without 
shockability and self-confidence? 


Mora haffUtm gracee Thomas Randle as Obaron In David Pountney’s e^oyab^ camp produrtkm 


29 . May 2 


FORT WORTH 

EXHIBITIONS 
Klmben Art Museum 

Teh. 1-817-3328451 
wwwJtimbe8an.org 
Ancient Gold: The Wealth of the 
Thracians. 200 pieces of gold and 
s&ver Including weapons, rings, 
necklaces and ornaments, from the 
Republic of Bulgaria. Metalwork is 
the principal archaeological legacy 
of the Thradan people, who 
occupied most of contra! Europe 
from the 5th millennium B.C. until 
the 4th century AD.; to Jul 19 

LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Michael TBson 

Thomas in works by Bernstein, - 

Mahler and Copland; Apr 29 

Royal Festival Hail 
Tab 44-171-980 4242 

• London Philharmonic Orchestra: 
conducted by Mark Wtgglesworth 
in works by Debussy, Beethoven 
and Sibelius. With piano soloist 
Lars Vogt; Apr 29 - 

• London Philharmonic Orchestra: 
conducted by Mark Wigglesworlh 
In works by Webern, Brahms and 
Shostakovich. With vfoTm soloist 
Joshua Befi; May 3 

• Phflharmonla Orchestra: Mozart 
Piano Concerto Cycle. The second 
of two concerts given byAndr&s 
Schfff features the three final Piano 
Concertos, Nos. 25, 26 and 27; 

Apr 30 


• The Royal Opera: Parsifal, by 
Wagner. Concert performance, 
conducted by Bernard Haitink. The 
title role Is sung by Pfatido 
Domingo; May 1 

EXHIBITION 
National Gaftery 
Tel: 44-171-839 3321 
Anthony Caro at the National 
Gallery: Working after the Masters. 
Display of recent sculptures which 
take their inspiration from painters 
Including Mantegna and 
Rembrandt; to May 4 


conducted by Heinrich tOug in 
works by Ginastera and Milhaud; 
May 3 

EXHIBITION 
Haas der Kunst 

Tel: 49-89-211270 
Arnold BSddin, Giorgio de Chirico, 
Max Ernst Journey into the 
Unknown. Selection of 130 
paintings, collages and sketches, 
previously seen In Zurich; ends on 
Sunday 


LOS ANGELES 

OKRA 

LA. Opera, Dorothy Chandler 
Pavt&on 

Tat 1-213-972 8001 
www.tacpem.Qfg 
II Tro valors: by VerdL Conducted 
by Gabriele Ferro in a staging by 
Stephen Lawless. Cast Includes 
. Vladimir 3PQachqv; Apr 29; May 2 


MANCHESTER 
CONCERTS 
Bridgewater Hafl 
Tel: 44-161-907 9000 
Detroit Symphony Orchestra: 
conducted by Neeme' Jfirvt in the 
opening concert of a European 
tour. Programme includes 
Prokofiev’s Piano Concerto No. 3, 
with soloist Leif Ove Andsnes; 

Apr 29 


MUNICH 

CONCERTS 

Phil har mo nic Gasteig 

Tek 49-89-5481 8181 
Munich Phaharmonic Orchestra: 


NEW YORK 
CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
www.8ncobcenter.org 

• New York Philharmonic: 
conducted by Leonard Slatitin In 
works by Carter, Mahler and Suk. 
With baritone Dmitri Hvorostovsky; 
Avery Fisher Halt Apr 30; May 1 

• New York Phaharmonic: 
conducted by Leonard Station in 
chamber music by Deyienne, 

Saint -Safins and Ravel; Avery 
Fisher Hall; May 2 

EXHIBITIONS 
Guggenheim Museum 

Tel: 1-212-4233500 
www.guggenhekn.org 
After Mountains and Sea: around 
14 works created by Helen 
Frankenthaier during the years 
1955-1959; ends on Sunday 

Pierpont Morgan Library 

Tet 1-212-685 0008 
British Drawings and Watercolours: 
major survey of the library's 
collection in this field, including 
works by Hogarth, Blake, Turner 
and Ruskln; ends on 


FfTT 


Modest, with a ready wit: David Zinman 

announced he intended to delve 
heavily into the AustroCerznan 
repertoire. Old favourites, Rus- 
sian and French standards, were 
on the programme for his first 
concert since the appointment 
Atmosphere and singing lines 
were paramount for Debussy’s 
Four Prelude and Rachmani- 
nov’s Second Symphony. The 
concert was satisfying, the play- 
ers seemed rapturous, although 
signs of a profound or lasting 
chemistry between conductor 


and orchestra were not yet evi- 
dent A better concertmaster and 
a warmer, more legato string 
sound will be among Temirka- 
nov's initial changes. He Is not 
known as a builder, but this will 

not be necessary. The orchestra 
is a flexible, responsive ensem- 
ble. At best he can do for Balti- 
more something similar to what 
Carlo Maria Giulini did in Los 
Angeles: share his poetic insights 
with players grateful to learn 
from an old-world maestro. 


More soap here 
than sensitivity 


THEATRE : 

A Question of Mercy 
Bush Theatre, Loudon WB 

The man in agony who wishes to 
die has figured in classic world 
drama, from Sophocles’s Philoc- 
tetes through to Amfortas in 
Wagner’s Parsifal. In David 
Rabe's new play A Question of 
Mercy, the afflicted guy lives in 
downtown New York; he is Col- 
ombian; he has Aids. He tries to 
persuade his lover Thomas, their 
best friend S usannah , and a doc- 
tor in assisting him to commit 
suicide. A Question of Mercy 
comes fresh from the Long Wharf 
Theatre, New Haven, Connecti- 
cut, to the Bush Theatre in Lon- 
don; and I wish I liked it 

Rabe is the American author of 
Hurlyburly (seen in 1997 at the 
Old Vic, then in the West End), 
and he has also written a great 
many others. Alas, I found Hurly- 
burly the most overrated play in 
London last year; alas, A Ques- 
tion of Mercy is worse. A bizarre 
tension develops between the sit- 
uation in which Rabe puts his 
four central characters and the 
way he makes them talk. The 
day-by-day account of how Dr 
Chapman is roped in by Thomas 
to meet lover Anthony, who 
plans to die by an overdose of 
barbiturates feels, as Rabe tells 
it, merely like one strand from a 
New York soap-opera. The char- 
acters have no particular depth 
or complexity; but Rabe takes 
each blow-by-blow stage of their 
developing situation, and pre- 
serves it like a dead fly in amber. 
Will Dr Chapman break his Hip- 
pocratic oath? Can Thomas bear 
to help his lover die? Why is 
Anthony choosing this mode of 
suicide? (Find out in today's epi- 
sode of . . .} This is, dramatically 
speaking, slow and simple stuff. 

What turns it into the theatri- 
cal equivalent of Chinese water- 
torture is that these three guys 
and the lovers’ best friend Susan- 
nah all talk in the overlong, care- 


Sunday 


PARIS 

CONCERTS 
Salle Pleyel 

Tel: 3 3-1-4561 6589 
Orchestra de Paris: conducted by 
Kurt Sanderiing In works by Mozart 
and Bruckner. With violin soloist 
TedJ Papavrami; Apr 29, 30 

EXHIBITION 

Centra Georges Pompidou 

Tel: 33-1-4478 1275 
www.cnaogp.fr 

Max Ernst: Sculptures, maisons et 
paysages. Around 100 sculptures 
and paintings by the German-bom 
artist (1891-1976), who lived and 
worked in Paris and the US. 
Associated with Dada and the 
Surrealists, Ernst broke away from 
them to develop his own style; to 
Aug 17 


ROME 

EXHIBITION^ 

Palazzo Ruspofi " 

TbI: 39-6-6830 7344 
www.pabzzoruspo8.it . 

Mummy Portraits: nearly 200 
portraits, previously seen at the 
British Museum In London, painted 
on wooden panels, linen shrouds 
end plaster masks, during the first 
tome centuries of Roman rule in 
Egypt; ends on Thursday 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tet 31-10-440 0300 

Roger Baflen: This Africa. Works 

re p r e s e nt i ng South Africa’s white 


fully considered, and perfectly 
formed ~ sentences of Henry 
James, Or, at least, they try. The 
pious Susannah tells the audi- 
ence, “My philosophy, if you can 
call it that, has always been to do 
with the interpersonal moment". 
Just in case she is talking above 
our heads, she then adds. "In 
other words, what are we doing?" 

Then there is the acting. Seth 
Gillian, as Anthony, tells the doc- 
tor of his immense exhaustion 
while gesturing quickly and 
lightly, the degree of muscular 
support behind his gestures is 
not that of an exhausted man. As 
thing s get sadder for Susannah, 
Babo Harrison adopts a wannabe- 
woebegone look that is just like 
the one Deirdre adopted in the 

Rabe takes each 
blow-by-blow stage 
of a developing 
situation and 
preserves it like a 
dead fly in amber 

UK soap Coronation Street when 
the judge sent her to prison: 
mouth pulled down, eyes staring 
wide but dully, tear ducts work- 
ing like hefl. 

On the one hand, it is impossi- 
ble to believe in any of these 
characters. On the other, the play 
is fUU of potentially interesting 
moments that Rabe and director 
Doug Hughes decide not to 
develop, like Anthony’s vague 
attempt to flirt with the doctor, 
the doctor's unspecified response 
to Anthony, and Thomas's 
momentary hint that he is feeling 
excluded by the other two gin's. 
At these moments, you start to 
come to, and to think "Ob good, a 
play." But no: each of them evap- 
orates. London has seen better 
American Aids plays, and better 
American acting, than this long, 
limp, polished, phoney piece of 
sensitivity and torpor. 


rural poor, by the American 
photographer (b.195Q): to Jun 21 


TORONTO 

EXHIBITIONS 

Art Gallery of Ontario 

Tek 1-416-979 6656 

• Julia Margaret Cameron: The 
Creative Process. 90 works by the 
Victorian photographer, lent by the 
Getty Museum. Includes studies of 
famous contemporaries; ends on 
Sunday 

• The Wartwf Looto'Gtemour Style 
Fashion: major retrospective 
tracing Warhol's career from the 
1940s to the 1980s; ends on 
Sunday 


TV AND RADIO 

• WORLD SERVICE 
BBC Work! Service radio for 
Europe cm be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE-BUSINESS TV 

• CNN international 
Monday to Friday, GMT: 

08J30: Moneyime with Lou Oobbs 
13.30: Business Asia 

1930: World Business Today 
22.00: World Business Today 
Update 

• Bustness/Market Reports: 
05:07: 0B.-07; 07:07; 0820; 0950; 
1020; 1120; 11:32; 1220; 1320; 
14:20. 

At 0820 Tanya Beckett of FTIV 
reports five from LJFFE as the 
London market opens. 


• • 
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LIONEL BARBER 

EUROPEAN VtEWPOINT 


The cracks appear 

On the eve of the euro’s launch; France seems to be getting the 
better of Germany in the ■way Emu should be run 


"Germany is abandoning its 
national flag. Thu national 
flag of Germany is the 
D-Mark " - Elisabeth 
GKiigou, member of the 
European Parliament 

E conom ic nnH monetary 
onion was a strategic 
bargain between France and 
Germany. But securing the 
single currency for German 
unification was always an 
unequal bargain. Francois 
Mitterrand, the former 
French President could 
never have halted the march 
to Ger man unity. But 
Chancellor Helmut Kohl’s 
agreement to swap a proven 
D-Mark for an untested euro 
was an act of ftuth. 

This weekend, the 15 
heads of government of the 
European Union will decide 
in Brussels which counties 
q ualify for Emu. It is a 

genuinely historic moment 
But the paradox of German 
weakness - not German 
strength — is even more 
striking today than it was in 
the Dutch border town of 
Maastricht seven years ago. 

Mr Kohl is imploding. His 
centre-right liberal coalition 
is in disarray. The CDITs 
decisive defeat in last 
Saturday's election in the 
eastern state of Saxnny- 
Anhai t suggests that the 
chancellor's chances of 
winning September’s general 
election are slipping away. 

By contrast, France has 
discovered the virtues of a 
weak president and a strong 
government. Jacques Chirac 
has lost control of his 
Gaullisi party, but he can 
strut his stuff in foreign 
policy. Lionel Jospin, the 
Socialist prime minister, is 
r unning th e country. 

Now comes the next 
challenge for the French: 
how to exercise a dominant 
role in the political 
management of economic 
policy in the euro zone. 

EU leaders are certain to 


give their blessing this 
weekend to a broad-based 
monetary union with II 
members, including Italy. 
The Bundesbank view was 
that a narrow Emu built 
round the D-Mark would 
have been safer. One up for 
France. 

The second challenge is to 
turn the new Euro-X forum 
for euro zone finance 
ministers into a political 
counterweight to the 
European Central Bank. 
This issue points to mutual 
mistrust over the operation 
of the single currency. The 
Germans are clinging to the 
anti-inflationary "stability 
culture" that has 
underpinned the D-Mark 
since 1945. The guarantor of 
tVHg stability is an 
independent ECB modelled 
nn thp Bundesbank and 
buttressed by fiscal 
discipline enforceable 
through penalties in the 
German-designed Stability 
Fact 

The French tradition is 
different State interference 



Good old days: Ranee and 
Germany are not so dose now 


in the economy is engrained. 
Hence the demands far a 

political counterweight to 

the ECB that can favour 
employment and growth. 

The lack of trust between 

the two allies became 
apparent at the Dublin 
summit in December 1996 

during marathon talks am 
the terms of the Stability 
Pact A new French book 
describes how Mr Chirac and 
Mr Kohl, their faces almost 
touching, screamed at each 
other while aides looked, on 
helplessly.* The Dublin 
summit ostensibly laid these 
tensions to rest The 
Stability Pact was renamed 
the Stability and Growth 
Pact But. six months later, 
at the Amsterdam summit, a' 
freshly elected Mr Jospin 
pressured the Germans Into 
a further commitment to 
support growth through a 
closer co-ordination of 
economic policy. 

At the time, the 
Amsterdam declaration was 
dismissed as a sop to a weak 
leftwing government 
weighed down by misguided 
election campaign pledges. 

In fket, it was the first shot 
in the-battle for influence In 
the post -Emu world. Today 
the French, sensing German 
weakness, are rampant. 

Proof came 10 days ago 
during a skirmish in 
Luxembourg between Theo 
WaigeL the German finance 
minister, arid Dominique 
Strauss-Kahn, his wily 
French comrtepart 

The trigger was Mr 
Waigel’s cab' for tighter 
budgetary discipline in 1998. 
He argued that any windfall 
Treasury receipts due to 
higher growth should go 
towards debt repayment. 

Mr Waigel’s stand 
reflected Bundesbank 
pressure for countries such 
as Italy and Belgium to do 
more to cut their excessive 
stock of debt But it also 
pointed to a broader 


concern: that countries will 
repeat the mistakes of the 
late 1980s when they failed 
to correct public deficits 
during a recovery. 

Mr Strauss-Kahn brushed 
aside the Gentian demands. 
Budgetary policy remained a 
national responsibility. Any 
“growth dividend" would go 
toward investment and 
employment Mr Jospin 
drove the message home: 
“My central Objective is not 
the euro but France.” he 
declared. 

These exchanges reflect 
other differences of 
approach. France wants to 
align macro economic 
policies so that countries’ 
economic cycles are mere in 
tone. This would apply to 
countries such as Ireland 
and the Netherlands which 
are ahead erf others in the 
economic cycle. It could also 
apply to Europe as a whole: 
France wants co-ordinated 
reflation in the event that 
the euro zone risks tipping 
into recession. This 
coordination could have the 
effect of circumventing the 
Stability Pact 

The Germans are nervous. 
Their view. Is that if 
everyone respects the 
Stability Pact, the system 
works by definition and 
there will be no need for an 
overly restrictive monetary 
policy. Also, they say, 

French demands for 
supranational budgetary 
coordination risk running 
foul of the independenl- 
minded German states. 

Franco-Ger man tensions 
could ease if a pro-growth 
Social Democrat party wins 
the September election. But 
this may underestimate the 
German population's 
a ttachment to the stability 
culture. It may also overlook 
the rfranr-es of a grand 
coalition between the SFD 
and the CDU. 

In a perfect world, says 
one Bundesbank official, the 
best defence against French 
manipulation would be . 
British membership of Emu. 
But Tony Blair, the UK 
prime minister, is still 
tatting cm the fence, and a 
recent high-level visitor to 
Brussels mentioned 20M as 
the earliest date for British 
entry. The Germans are on 
their own. 

*Le Roman de VEturo: Gabriel 
Mdesi, Hachette 
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LETTERS TO THE EDITOR 


Tobacco: rehashing the propaganda 


From Prof Gerard Hastings. 

Sir, Roger Bate (“A myth 
stubbed out”. April 30) recy- 
cles a number of Familiar 
arguments. To argue that 
countries that have banned 
advertising have higher 
smoking levels than some 
that have not, proving that 
bans do not work, is naive, 
since it assumes that the 
only difference between 
these countries is their 
stance on tobacco advertis- 
ing. In reality they will have 
a large array of cultural, eco- 
nomic and social differences, 
all of which may explain 
variations in the prevalence 

of smoking. 

Second. Mr Bate raises the 
old issue of tobacco being a 
"mature market". By this he 
means that the overall mar- 
ket size is not growing, at 
least in Europe. In reality 
there are a number of differ- 
ent sub-markets, some of 
which are growing, some 
not- Most significantly, there 


is a mature adult market of 
committed smokers on the 
one hand, and an afl too 
immature starter market oo 
the other. 

The former smoke for bio- 
chemical reasons - they 
need their nicotine fix. The 
latter, who comprise mainly 
children (for example, 80 per 
cent of CJK smokers start 
before the age of 18), smoke 
for psychosocial reasons - 
to rebel, to appear cool, to 
impress their friends and so 
on. Advertising is much 
more likely to influence 
them than their addicted 
parents. 

Third. Mr Bate argues that 
peer pressure is a greater 
influence on young smokers 
than advertising. This is 
probably right, although it 
should be recognised that all 
these influences interact, 
and advertising probably 
strengthens the pressure 
firom peers to smoke. The 
problem is that it is 


extremely difficult to change 
peer pressure, whereas 
advertising can be removed 
quite easily. 

Finally, Mr Bate argute cm 
the one hand that advertis- 
ing bas no effect cm people's 
behaviour, but on the other 
that removing it will 
increase consumption 
because people will be 
deprived of the health warn- 
ings they Include. If anti- 
smoking messages can stop 
people smoking, why can't 
pro-smoking ones encourage 
them to continue? 

The answer probably lies 
in his quote from Joseph 
Goebbels: ‘Propaganda is 
about success, not truth.” 
Perhaps Mr Bate is simply 
rehashing tobacco industry 
propaganda. 

Gerard Hastings, 

Centre for Social Marketing, 
University of Strathclyde, 

1G Richmond Street, 
Glasgow G1 1XQ, IK 


Let us smokers make our own choice 


From Mr Rainer Stephan. 

Sir, Roger Bate presents a 
convincing case for keeping 
tobacco advertising and 
rejecting the proposed ban. 
The problem is that none of 
the health pundits in the 
European Parliament will 
ever listen. 

For them, the ad ban on 
tobacco - with others on 
alcoholic beverages, sweets, 
pharmaceuticals, cars and 
other disgraceful goods 


abiKKt certain to follow - is 
far from being a rational 
debate. It is felt as a war 
between the Evil Empire of 
Smoking and the Glorious 
Reich of Non-Smoking, and 
is a too tempting playground 
for well-miitded politicians. 
Ordinary folk should be 

flwnlrfnl for SUCfa «»rtng Big 

Brothers preventing them 
from being exposed to the 
abhorrent sight of tobacco 
ads. However, as smokers we 


prefer to make our own 
choice, so let us be informed. 
The suppression of the free 
flow of information has 
always ' been one of the 
prime characteristics of 
totalitarianism. 

Rainer Stephan, 
vice-chairman. 

Randier Club Deutschland, 
Koogstrasse 32, 

25541 Brunsbttttd, 

Germany 


Investors snrely deserve the big picture on Korea 


From MrAidan 
Foster-Carter. 

Sir. Your survey on Korea 
(April 23) was as ever excel- 
lent, save in one aspect Not 
even to mention North 
Korea, at this point in his- 
tory, is an astonishing dere- 
liction. Suffice to say that, if 
the north collapses, the bur- 
den thrust upon Seoul would 
make the south's current 


financial travails seem puny 

by comparison. 

One might also have 
thought the north’s terrible 
famine, and Khw Da e-Jung's 
new and more relaxed policy 
towards Pyongyang, worthy 
of mention. The south's cur- 
rent restructuring is of 
course crucial, but it is by 
no means the full story. 
Your readers, and indeed 


potential investors, surely 
deserve and need to be given 
the big picture. 

Aldan Foster-Carter, 
hon senior research fellow 
in sociology and modern 
Korea, 

Leeds University. 

17 Bbklands Road. 

Shipley, W Yorkshire, 

BD18 3BY.UK 


Land reform 
and a case of 
mine or yours 

From Afr Cameron Smith. 

Sir, The article on a land 
rights dispute (“Dispossessed 
formers take shine off Mexi- 
can copper min ing ”. April 
23) suggests that land resti- 
tution is “likely to unsettle 
investors”. 

On the contrary’. I suggest 
that any investor, particu- 
larly in sectors which, like 
mining, require long-term 
fixed capital investment, 
would do well to locate in 
states with a policy an fond 
reform where property 
rights have been well 
debated, and where it is 
dear whether rights owner- 
ship of a particular piece of 
land are accepted by the 
community or, as in the case 
of Mexico, tenuous. 

Notably, the former 
applies to most of the west 
Exceptions can be costly for 
current owners, as is the 
case in Australia and may be 
In the near future in the 
Scottish Highlands. 

As for "developing" coun- 
tries, contrast those such as 
Korea and Taiwan, which 
got the issue “out of the 
way” early in their indepen- 
dent histories, with those 
where it was not dealt with, 
and where it was stored up 
as a problem now rearing its 
head: Zimbabwe, and to a 
lesser extent Mexico and 
Brazil. In South Africa, 
which has perhaps the most 
extreme history of land 
expropriation, the land 
reform programme is still 
finding its feet and its direc- 
tion is unclear. 

Most land has at some 
point been expropriated by 
dubious means: the question 
today is finding a workable 
balance between restitution 
and current objectives. Per- 
haps Mexico is beginning to 
do this for, in the long term, 
substantial net benefits. 

Cameron Smith, 

Glenview, 

Campsie Glen, 

Glasgow G65 7AD, UK 
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Not quite the Bundesbank 

The European Central Bank is about to be bom but many basic decisions, such as 
appointing a president, have not yet been taken, says Wolfgang Munchau 


m 


Birth of 
the euro 


The euro will become a 
politically irre v ersible fact in 
the next few days. The body 
that will run it, the Euro- 
pean Central Bank. wiD be 
tom in the next few weeks. 

If all goes well, the ECB 
could then become as power- 
ful as the US Federal 
Reserve. But as yet, no one 
knows how it is going to 
weak or quite what kind of 
institution it will be. 

The uncertainty stems 
from the indecision about 
who will run it Wlm Duisen- 
barg, the Dutch president of 
the European Monetary 
Institute, the ECB’s forerun- 
ner, is supported by 14 out of 
15 European Union countries 
as the Bank’s future presi- 
dent. 

But France supports Jean- 
daude Trichet, governor of 
the Bank of France. 
Although EU leaders hope to 
decide the matter at their. 
Brussels summit on May 1-8.' 
tTw riaartlina ig not untfl *"hp 

aid' of June. 

Meanwhile, do thing is 
being done. Basic derisions 
have been, delayed because 
of disagreements among 
national central banks. How 
hig should minimum reserve 
requirements and foreign- 
exchange reserves be? Pre- 
cisely what monetary instru- 
ments should the Rank use? 
Should it target a measure of 
money supply, like the 
Bundesbank, or inflation, 
like the Bank of England? 
Who sets the targets and 
what should they be? 

With Just days to go before 
the launch of the euro, these 
questions remain - believe it 
or not - unresolved So the 
real work will have to start 
after the ECB is up and run- 
ning in May or June. Some 
insiders fear this may not 
leave enough time. 

The delay in the appoint- 
ment of a president may 
have done some damage 
already. Speaking last 
month, Mr Duisenberg 
admitted that the uncer- 
tainty may have affected a 
critical aspect of the ECB’s 
chances of success: its credi- 
bility. From a central bank- 
er’s point of view, credibility 
is what matters most . 

Otmar lasing, a senior 


member of the Bundesbank’s 
executive board, and a possi- 
ble German board member 
of the ECB, argues that pub- 
lic support for the new insti- 
tution Is vital. The Maas- 
tricht treaty's emphasis cm 
price stability as the ECB's 
primary policy objective and 
its guarantee of central bank 
independence are necessary 
components but not enough, 
he says. 

“Every society ultimately 
gets the rate of inflation it 
deserves and basically 
wants.” he warns in a recent 
paper. Like other German 
central bankers, he is not 
convinced the ECB will be 
able to rely on the same pub- 
lic consensus t ha t under- 
pinned t-ha. Pfamflqqhanlc- 

There have already been 
some attempts to limit the 
ECB’s independence. Central 
bankers regard French sug- 
gestions of a political 


The Bundesbank claims to 
have achieved transparency 
through the use of an inter- 
mediate target; a pre- 
annonneed target range for 
M3, a measure of broad 
money. The final target, of 
course, remains price stabil- 
ity: in practice, average con- 
sumer price inflation of 2 per 
cent The Bundesbank only 
managed to hit its intermedi- 
ate target half the time. But 
central bankers say this is 
sufficient, as long as the 
institution is reasonably suc- 
cessful in hitting its princi- 
pal target: low inflation. 

An alternative system is 
the inflation-targeting 
approach adopted by the 
semi-independent Bank of 
England. It uses no interme- 
diate targets. Instead, policy 
is based on a published infla- 
tion forecast. Monetary pol- 
icy is set to ensure that 
inflation meets a target rate, 


The call for accountability is 
motivated by power. But its 
proponents have genuine motives, 
such as the need for transparency 


counterweight as an undis- 
guised threat to that princi- 
ple. The European Parlia- 
ment has put forward a 
series 'of proposals - toned 
.down from a previous ver- 
sion - to introduce a greater 
degree of accountability. The 
French National Assembly 
also wants the right to call 
the ECB president to Paris 
at any time. 

Thd call for greater 
accountability is in part 
motivated by pure power 
play. But its proponents also 
have some genuine motives, 
such as the need for trans- 
parency. All the protago- 
nists, whether central bank- 
ers or members of the 
European Parliament, agree 
on the principle of transpar- 
ency. But the? may not nec- 
essarily mean the same 

tVifriff- 

Transparency, in central 
banking parlance, is the 
degree to which the outside 
world is able to understand 
why a central bank has 
taken a decision at a particu- 
lar time. It is designed to 
help the public form rational 
expectations about monetary 
policy. 


determined by the govern- 
ment Transparency is aided 
by the publication of the 
minutes of the Monetary Pol- 
icy Committee. 

Mervyn King, the Bank of 
England’s chief economist 
once recommended the sys- 
tem as a blueprint for the 
ECB. But continental Euro- 
pean central bankers are 
almost certain to reject it 
The system, they believe, 
has not yet demonstrated 
success in reducing infla- 
tionary expectations in the 
UK. 

Mr Isslng acknowledges 
that the ECB will have to 
incorporate an inflatio n fore- 
cast initially. This is because 
the change from national 
currencies to the euro might, 
caul* turbulence in money 
markets and hence monetary 
Statistics may give the 
wrong signals. But, says Mr 
Issing, the problems of mon- 
etary targeting are transi- 
tory in nature, while the 
flaws In the UK’s system of 
inflation targeting are inher- 
ent When a central bank's 
inflation forecast does not 
tnatch its inflation target he 
Says, it is either admitting 


that its underlying assump- 
tions are wrong or that it 
cannot (or does not intend 
to) meet its target. 

The ECB is virtually cer- 
tain to adopt a strategy of 
borrowing credibility from 
the Bundesbank. It will not 
do so in the (forlorn) hope 
that it can inherit the Bund- 
esbank's track record, but in 
the sense that it might, over 
time, achieve a similar track 
record if it adopted some of 
the Bundesbank’s policies. 

This is a view shared by 
leading economists. Rudi 
Dombusch of the US and 
Carlo Favero and Francesco 
Giavazzi from Italy argue 
that: “Week after week, in 
Germany and throughout 
Europe, the top layer of the 
Bundesbank shows up at 
every conceivable civic or 
commercial association to 
explain the importance of 
sound money, the immediate 
challenges ahead, the instru- 
ments used to achieve and 
sustain price stability, and 
the risks of veering from the 
true path... The ECB lead- 
ership will have to do just 
the same.” 

The ECB will not, how- 
ever, ' replicate all of the 
Bundesbank's strategies. 
There will, for example, be 
no discount rate - a subsi- 
dised interest rate through 
which commercial banks 
receive fixed contingents of 
low-interest bearing money. 
But there will be a German- 
style Lombard rate - an 
emergency overnight lend- 
ing rate. There will also be a 
deposit rate, the rate banks 
receive when they deposit 
surplus overnight funds with 
the. central bank. These two 
rates will determine the win- 
dow within which the ECB 
will fine-tune its policies. In 
this way, the ECB’s 
operations will not be too 
different from those of the 
Bundesbank. 

If all goes well, the ECB 
could end up with the 
respect of the Bundesbank, 
and the task of overseeing a 
currency as big as the dollar. 
This formidable combination 
could make it the single 
most powerful institution In 
international finance. 

Bmu: Prospects and Chal- 
lenges for the Euro is pub 
lished bp Blackwell Publish- 
ers, not bythc CRPR as tee 
reported in our feature of 
April 23 
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Good and 
bad 


Globalisation poses an 
undeniable threat to the tax reve- 
nues of states in the developed 
world. Yet as the OECD secretar- 
iat points out in its new report on 
harmful tax competition, it has 
also prompted tax reforms that 
have broadened the tax base 
while reducing tax rates. This 
has min i mis ed tax-induced dis- 
tortions to trade and investment 

The fear that corporation tax 
yields will be driven down to zero 
by harmful tax competition is 
also not wholly justified by the 
numbers. Taxes on corporate 
Income within the OECD have 
remained remarkably constant as 
a percentage of GDP over the 
past 20 years. Why. then, the 
deep antipathy, especially in 
Brussels, towards tax competi- 
tion? 

One answer is that govern- 
ments are finding it increasingly 
difficult to persuade citizens to 
finance high levels of public 
spending through higher taxa- 
tion. They are thus more sensi- 
tive to the potential loss of mar- 
ginal tax revenue. It is no 
coincidence that the most vocal 
states on this score tend to be the 
ones whose spending takes a 
very high share of GDP. 

More fundamentally, the fear 
that tax rates wffl be bid down- 
wards by global competition is, at 
least in the long run, well 
founded. The yield from capital 
taxes has certainly been eroded 
in some countries as a result of 


Nigerian muddle 


Nigeria's crisis goes from bad to 
worse. Last week an already 
flawed transition to civilian rule 
was exposed as a farce when 
General Sani Abacha, the coun- 
try's military leader, became the 
sole presidential candidate. 

Yesterday, the country’s for- 
mer deputy leader, Lieutenant- 
General Oladipo Diya, and four 
others were sentenced to death 
for plotting to^ overthrow General 
Abacha, a decision likely to'exac-' 
erbate tensions in the ranks of 
the military. 

Nigeria’s political disaster is 
matched by economic misman- 
agement. A country that pro- 
duces LSm barrels of oil a day 
has a fuel shortage because Its 
refineries have been neglected. 
And its economic woes are set to 
deepen as the oil price fells well 
below the $17 a barrel on which 
the country's 1998 budget was 
based, and arrears on its $34bn 
external debt continue to climb. 

But while Nigeria is in a mess, 
western policy is in a muddle; 
talking tough, but acting 
indecisively. 

At their summit in New Zea- 
land in 1995, Commonwealth 
leaders threatened to expel 
Nigeria if General Abacha felled 
to restore democracy by the time 
they met again. They backed 
down at the Edinburgh summit 
last October, although it had long 
been clear that the modest sanc- 
tions imposed - including an 
arms embargo and a visa ban on 


senior regime officials - had 
faded. At the same time, the sum- 
mit gave Nigeria a pat on the 
back for its role in Sierra Leone 
as the leading contributor to the 
west African force that restored 
the civilian government ousted 
by rebels. 

Nor has Washington given a 
consistent message. During his 
recent tour of Africa, President 
Clinton appeared to soften .the 
blunt warning given by a senior 
official that Nigeria's transition 
programme was fatally flawed. 

Britain, too, is sending mixed 
signals, doing its best to restore 
British Airways’ air links with 
Lagos, suspended by Nigeria in 
retaliation for the UK ban on 
Nigeria Airways flights to Lon- 
don. Nor has any government 
called for a sports boycott or the 
exclusion of Nigeria from the 
football World Cup. Admittedly, 
tightening the sanctions screws 
would be difficult A ban cm air 
links, for example, would have to 
exempt Nigeria’s neighbours. 
Freezing assets held abroad 
would be hard to implement 

But it is not impossible. So 
when Robin Cook, the British for- 
eign secretary, meets Madeleine 
Albright, the US secretary of 
state, in London next week they 
need to make a start towards 
creating a more credible western 
policy towards Nigeria. UntD this 1 
happens. General Abacha will 
continue to thumb his nose at 
world opinion. 1 


Fault lines at 50 

Divisions within Jewish society have prevented Israel being at peace with itself, and overshadow 
its economic and military achievements, argues Judy Dempsey 

U matter With Pride. 

■ Together with Israel, past, present and fatureg,^?^- 
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such pressure. And the preferen- 
tial reliefs accorded to debt as 
against equity in all OECD coun- 
tries ensures that corporation tax 
Is becoming increasingly volun- 
tary as corporate financiers urge 
tax efficien c y oh their clients. 

The question, then. Is how to 
retain beneficial tax competition 
while minimising distortions. 
And the OECD report rightly 
eschews any assault on general- 
ised competition over tax rates, 
preferring to focus on tax havens 
and on preferential reliefs that 
admit low or no taxation on spe- 
cific kinds of income. 

In the interests of fiscal neu- 
trality, preventing the use of tax 
concessions to tribe internation- 
ally mobile activities towards a 
given jurisdiction is clearly desir- 
able. Note, though, that the los- 
ers from tax competition are 
often those countries that have 
been slow to reform inefficient 
systems. Public choice theorists 
would argue, too. that havens 
also provide a useful discipline to 
prevent predatory states resort- 
ing to extreme taxation. 

The OECD's call for countries 
to terminate tax conventions 
with the worst tax havens is 
probably pious. As well as a bolt- 
hole, havens provide a conduit 
between tax tree jurisdictions, for 
example in the middle east, and 
the tax paying world. But if the 
report helps bring a little more 1 
transparency and fairness to the 
system, it will have done well j 


U rW Together with Pride. 
■ Together with 
■ Hope” This is the 
M official slogan for 
celebrating Israel’s 50 years of 
independence. There's only one 
problem. Hardly anyone believes 
it. Society is fragmenting. There 
are few, if any, signs of together- 
ness. 

Maybe it has something to do 
with being 50. Like others at that 
age. Israel Is feeing a kind of mid- 
life crisis. With mixed feelings, it 
is assessing what it has achieved 
and what has to be done. 

Certainly, much has been 
achieved. The idea of creating a 
national home for the scattered 
Jews, fostered by Russian and 
east European Zionist move- 
ments In the late 1800s and 
spurred on by the Holocaust, has 
been realised.- Against all the 
odds, the Zionists won the 1948 
war of independence and during 
the 1960s, still strapped for cash, 
the Jewish state welcomed hun- 
dreds of thousands of Sephardic 
Jews from north Africa, the Mid- 
dle East, Iran and Iraq. Now, 
nearly half of all Jews live in 
Israel 

At the same time, Israel Is 
richer than Spain or New Zea- 
land. It has a gross domestic 
product per head of S1&Q00 - four 
or five times more than Its imme- 
diate neighbours. 

It has made the Negev desert 
bloom, reclaimed the swampy 
lands in Galilee and, thanks 
partly to military research and 
development partly to the immi- 
gration of more than 850,000 
highly skilled Russians during 
the early 1990s, has created a 
world class high-tech sector. 
Even allowing for the billions in 
aid pumped in every year by the 
US, the Jewish diaspora and Ger- 
man war reparations, this is an 
extraordinary feat for a narrow 
slice of land hugging the Mediter- 
ranean coast 

To these domestic achieve- 
ments can be added some 
regional ones, load is the area's 
superpower. In a military sense 
its place in the world Is secure. 
That could not have been taken 
for granted 50 years ago. A peace, 
albeit a cold one, was made with 
Egypt in 1979, and later in 1994 
with Jordan. 

There is, though, no peace with 
Syria or Lebanon. And a compre- 
hensive peace, embracing an 
Israeli-Palestlnian agreement, 
eludes Israel 

But there Is something more 
important than this for the coun- 
try's future- Israel is not merely 
not at peace with some of its 
neighbours. It is not at peace 
with itself. 

And it is this - rather than the 
“non- war” nor “non-peace” envi- 
ronment - that explains why 
Israelis have mixed feelings 
about celebrating their 50th 
birthday. They are unsure about 
the survival of their democracy 
because the achievements over 
the past 50 years have not 
brought domestic cohesion. 

“We thought we could keep 
society together until there was 
peace with the Palestinians," 
says Moshe Ussak, sociology pro- 
fessor at the Hebrew University. 
“But the consensus is breaking 
down. Society is fragmenting." 

In a society made up of so 
many diverse backgrounds, it Is 
hardly surprising that there are 
divisions that cut across religion, 
ethnicity and race. Indeed, there 
may even be some advantages to 
this. 

As Benjamin Netanyahu, the 
prime minister, puts it "The 
founders of modern Israel - some 
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of them believed we should have 
one blueprint of one IsraeL Cut 
from (me doth. That they should 
all conform. This was false to 
begin with. Israel is showing it is 
much more vibrant" 

The trouble comes when, as Mr 
Lissak believes, the divisions 
become deeper. They then chal- 
lenge the country’s democratic 
base. 

A recent opinion poll by Tel 
Aviv University showed that for 
the first time, internal divisions 
in Israel - especially the growing 
differences between religions and 
secular Jews - worried Israelis 
more than the fete of the peace 
process. 

Take the secular and religious 
rifts. Secular Jews are increas- 
ingly fed up with the privileges of 
the Hazedim, the uhra-Orthodox 
community. Hared! boys, for 
example, do not serve in the 
army, instead they spend years 
studying in the Yeshivot, the reli- 
gious schools, at taxpayers’ 
expense. 

Women’s groups - secular and 
religious - are angry about wide- 
spread discrimination. For exam- 
ple, they have waged a campaign 
against Israel’s Orthodox Chief _ 
Rabbinate that sets the rules for' 
marriage and divorce. They want 
to end the system of aguna - 
which literally means an 
“anchored woman" - whereby a 
women abandoned by her hus- 
band may not file for divorce and 
therefore cannot remarry. 

And secular Jews, those who 
do not observe the Sabbath or 
Judaism's strict dietary laws, 
believe It is time Israel allowed 
civil marriages. At present every 
couple wishing to marry legally 
must do so in a religious cere- 
mony conducted by an Orthodox 
rabbi; marriages between mem- 
bers of different religions are not 
permitted. 

For years, secular Jews toler- 
ated the privileges and the dis- 
crimination. After all, these 
thingw go back to the founding of 




the country, when relations 
between the rabbinate and the 
stale were left deliberately vague. 

But secular Jews are losing 
patience because the religious 
parties, now entrenched in the 
conservative camp, have grown 
politically stronger, they hold the 
balance of power in the govern- 
ment. It means they are in a posi- 
tion to extract more concessions 
even though the Haredim make 
up only about 10 per cent of the 
population. 

There is another dimension to 
the growing power of the reli- 
gious parties and the divisions 
that come in the wake of that 
power. It is related to the ethnic 
conflict between the Ashkenazim 
- Jews from Russia and Europe - 
and the Sephardim. 

This conflict is becoming 
sharper as Shas, the ultra- 
Orthodox Sephardic party, is 
gaining political influence 
through tapping years of pent-up 
fru st rati on among Oriental Jews. 
Shas holds 10 seats in the 120- 
member Knesset 

The party’s leaders believe the 
Sephardim have been discrimi- 
nated against by the Ashkenazim 
who, since the establishment of 
Israel, have dominated the elites, 
whether it be the media, the judi- 
ciary, the arts, the military or the 
civil service. 

“The secular Ashkenazim 
looked down on us in the past" 
said Shlomo Ben-Izri, a charis- 
matic Shas leader and deputy 
health minister. “They mocked 
our culture and our religious tra- 
ditions. It is time to redress the 
balance." 

The trouble is that in redress- 
ing past grievances, Shas would 
also prefer to have the Halacba, 
Jewish religious law, take the 
place of civil law. Mr Ben-Izri. a 
former fashion model turned 
rabbi has often said be would 
replace the civil courts with Hal- 
achic courts and have a political 
system based on the Torah. 

This trend towards religious 


fundamentalism has its critics 
and divisions within the various 
strands of Judaism. The liberal 
reform, conservative and tradi- 
tional Jews, while respecting the 
Halacha. do not want it to prevail 
over civil law. And they have 
their own running dispute with 
the Haredim over births, 
marriages and burials. 

Reform and conservative rab- 
bis, who stress the diversity of 
the Jewish religion, believe it is 
time the Haredim - through the 
Orthodox Chief Rabbinate - end 
their monopoly over births, con- 
versions to Judaism, marriages 
and burials. It is that monopoly 
that allows the rabbinate alone to 
determine who Is a Jew. 

Bat while these arguments 
among Jews go back and forth, 
Israel’s hugest minority of non- 
Jews - the Arabs - remain 
second-class citizens. Many 
Israelis tend to believe that the 
Arabs have little to complain 
about because they are better off 
living in Israel than in any other 
Middle East country. The reality 
is that Arabs are not treated the 
same as as Jews. 

Arahs are banned from serving 
in the army. They are not given 
equal access to education or 
funding for their local councils. 
And they face any number of 
restrictions when they want to 
build a home or buy a plot of 
land. 

“Disoimination exists because 
Israel is not a state for all its 
citizens.” claims Azmi Bishara, a 
parliamentary deputy for Had- 
ash, the Israeli-Arab leftwing 
party. “Israel has still not defined 
the character of the state. Should 
it be a state of Jews or a Jewish 
state?" 

It is no wonder all these divi- 
sions and inequalities haunt the 
defenders of Israel’s civil society 
since they fear the country's 
democratic institutions may not 
be strong enough to overcome 
divisions that could lead to civil 
strife. The assassination in 


November 1995 of Yitzhak Rabin, 
the former prime minister, by a 
religious fanatic, was - and is - a 
reminder both of how vulnerable 
these institutions can be and of 
the depth of Israel's divisions. 

"The challenge facing us is 
how to reconcile Judaism with 
democracy," says Mordechai 
Kremnitzer, law professor and 
member of the liberal Institute 
for Democracy. "We have to ask 
ourselves if it is possible to build 
a society of citizens. Of Israelis? 
Can we create equality for all the 
people living here?" 

A group of academics and poli- 
ticians tried to answer this ques- 
tion by introducing into the cur- 
riculum courses on what it 
means to be a citizen. It ran into 
problems because there is no uni- 
form school system at the 
elementary level. 

The Haredi state-funded 
schools do not teach their chil- 
dren anything about western lib- 
eral democratic values. The 
( Zionist ) National Religious party 
schools wdnt more “Jewish val- 
ues” to be taught to children. 
Secular teachers want more civil 
values to be taught in all schools. 
Meanwhile the Shas schools extol 
the virtues of the Halacha and 
Sephardic culture. 

The result is that the fault 
lines and divisions running 
through Israeli society start in 
the school “Children are not 
being given the choice to learn 
about other value systems," says 
Varda Schiffer, a political 
scientist at the Hebrew 
University. 

“With such a system, how are 
we going to combine democratic 
and liberal values with Judaism 
among future generations?" 

That is why the fragmentation 
of Israel entails so many dangers. 
If It continues apace without the 
state strengthening its demo- 
cratic institutions, the slogans of 
pride and hope will not be 
enough to keep Israel together as 
ft begins its next 50 years. 
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The idea that the UK economy 
might be able to gain without 
pain suffered a reverse yesterday. 
First, the Confederation of Brit- 
ish Industry's Industrial Trends 
survey showed that manufactur- 
ers were more pessimistic about 
exports thaw at any time in the 
last 18 years. Then, as if to con- 
firm these fears, official figures 
showed a rapid widening of the 
trade deficit from £600m in Janu- 
ary to £X.7bn in February. 

The rise in the deficit was, to 
be sure, partly caused by special 
factors; and over six months the 
volumes, of both imports and 
exports have been little changed. 
Even so, the CBZ survey makes 

the latest trade data looks very 
much like a flashing amber 
UAL 

For much of last year, the resil- 
ience of UK trading performance 

in the fece.of.a steep rise in the 
value of sterling presented some- 
thing of a puzzle. Had British 
industry become more competi- 
tive during the 1990s? Or was it 
ttvfog off the fat of big export 
margins achieved after the col- 
lapse of sterling In 1992? 

In either case, it was argued, 
man ufa cturers could withstand 
the stresses of hiph interest rates 
and a strong pound better than 
some of. their apologists 
suggested. However, the trends 
survey, ^ which has been a rthable 
Indicator in the pert, now points 
‘kuktively downwards. 

.. Expectations for total orders, 
wtports and domestic, business 
are all now much more pessimis- 


tic than a year ago, and. the oat- 
look has deteriorated since Janu- 
ary. This survey accords with 
recent official data which suggest 
that the long-predicted slowing of 
the economy ha* begun. Prelimi- 
nar y data for gross domestic 
product in the first quarter 
showed a slight deceleration; the 
growth of retail sales has slowed 
significantly; growth of the 
money supply has eased; and 
unemployment may be f a llin g 
less fast • 

In short, the Bank of England's 
tight money policy may at last be 
working in the way it must, by 
squeezing the suppliers of trade- 
able goods and services. Does 
thic mean that the Bank should 
now blow its whistle and declare, 
as the CBI suggests, that interest 
rates have reached their peak? 

Probably not. For domestic 
demand is still buoyant and, 
despite their protests, manufac- 
turers still enjoy healthy export 
mar gins. Meanwhile productivity 
improvements remain low. Yes- 
terday's survey showed that , 
despite this poor performance, 
there has been a sharp drop in ( 
the forecast expenditures on 
product and process innovation - , 
and on training. j 

The weakening of sterling dur- 
ing April may seem to promise a 
little respite, but the last thing 
which the UK economy needs at 
the top of its cycle is a collapse of 
sterling. The Bank will need to 
git ti gh t until companies show 
better control of their costs: 
industry must grin and pare it 


Cartoon 

capers 

France's centre-right Rally for the 
Republic (RPR) party seems to 
have lurched from ca tastrophe to 
fiasco since its electoral defeat last 
May - itself triggered by the 
surprise dissolution of parliament 
by former RPR leader President 
Jacques Chirac. 

Last week the party mystified 
much of the country by proposing 
to vote against the legislation for 
toe single European currency 
which it had itsetf advocated white 
in power - toe newspaper Lb 
M onde ran a front-page cartoon 
portraying RPR leader Philippe 
S6guin explaining: “We are against 
because we are in favour, and vice 
versa.” 

The party then tried to use a BttJe 
self-mocking humour on Its own 
account, but even fhat backfired. 

At a weekend rally designed to' 
boost morale, ft displayed a poster 
depicting patty Infighting as a 
vjJlage ptrich-up feeturing the 
characters from Ast&ix - a popular 
comic series based around a 
moustachioed fighter against the 
Roman occupation of ancient Gaul. 

The slogan was: "Are you fed up 
with having the stupidest rightwing 
party in the world? We are toed* 

The party of business might have 
been expected to Understand 
about intellectual property, but the 
RPR has had to send one of its 
top brass to try to make peace 
with Albert Uderzo, toe creator of 
Asttrix, who was telling all and 


sundry yesterday how unhappy he 
was with the unauthorised use of 
his principal character. 

He said he had never allowed his 
characters to be associated with 
party politics or alcohol, because 
Asterix was aimed at children. The 
way toe RPR is carrying on, 
targeting an infants e audience isn't 
too far off the mark. 

Founder's feast 

if Sir Ron Briertey, New Zealand’s 
stamp-collecting corporate raider, 
enjoys the occasional dollop of 
Schadenfreude, he must have had 
i a chuckle yesterday. 

Not only did Bob Matthews and 
Paul Coffins, the former proteges 
who had a hand in bouncing him 
out of Brieriey Investments (B1LJ in 
1S89, fall on their swords, they did 

so after a performance review they 
initiated themselves - there's 
nothing quite like engineering your 
own downfak 

Ever since the founder's 
departure, investors have bear 
making unfavourable comparisons 
between the old and new regimes. 
While Bit plodded - and 
sometimes stumbled - along a less 
rewarding path. Sir Ron took his 
own buccaneering ways to 
Guinness Peat Group, where he 
has been giving shareholders a run 
for their mon^r. 

Recent run ours that Sir Ron was 
planning a comeback - rounefiy 
denied by B1L - may simply have 
been a symptom of the level of 
Investor discontent 

It's now up to Sir Roger 


Douglas, the fomw 
miracle-working New Zealand 
finance minister and long-time 
non-exec at BIL, to scour the 
world for a new chief executive. 
Whoever he comes up with wffl 
have his or her work cut out to 
exorcise toe ghost of Sir Ron. 

Advanced driver 

Hiroyukl Yoshino, Honda's 
president-elect, will have a hard 
act to follow when he assumes toe 
top job at Japan's hottest car 
company in the summer. 

The domineering Nobuhflco 
Kawamoto surprised many people 
by his announcement that he was 
standing down: at 62, he was two 
yeans over toe company's official 
retirement age, but looked as if he 
had a few more years in him. 

He has been firmly in the driving 
seat at Honda since his main rival, 
Shofchiro Irimajiri, left in 1393 
citing illness. Irimajiri. once seen as 
Honda’s crown prince, has been 
with Sega ever since, and eariy 
this year was appointed ft® games 
company's president 

Kawamoto is credited with taking 
just eight years to turn an also-ran 
in the domestic market into 
Japan's most talked-about 
company, it has overtaken 
Mitsubishi to become toe nation's 
thhxHargest carmaker and, as 
sales n Japan sagged at the end 
of last year, it even surpassed 
Nissan for two months. 

On the way, he pulled Honda out 
of Formula One car racing - a 
painful decision for a defeated 


engineer. This year, he announced 
the time had come to come back 
out of the pits on to the Grand Prix 
circuit, a decision his successor 
has been quick to confirm. 

Yoshino, who trained as an 
aeronautical engineer, now has to 
emerge from Kawamoto's 
slipstream. With the Japanese car 
marked stuck on the hard shoulder, 
he'll be expected to keep Honda 
motoring In the test lane. 


Low flier 


Whan a national carrier goes on 
toe block, you expect the big boys 
of the airline world to take an 
interest and the bidding for Air 
Uganda is no exception: Sabona 
and British Airways are fan there 
mixing it with Air Mauritius, Kenya 
Airways and a couple of other 
operators. 

Air Uganda only has one plane, 
and leasee two - neither of which 
j are working at toe moment it 
gamely says iftat its assets are Hs 
stafT and Its routes. 

That sounds a bit of a headache 
for tha buyer’s operations people, 
but It’s nothing to whafs facing 
the finance department- The airline 
“has huge liabilities* and owes 
money to the international Air 
Transport Association, says 
privatisation unit director Michael 
Opagi. 

“We had difficulty with the 
auditor-general accepting the 
airline's accounts over the last 
three years,” he says. “What we 
have are tentative figures." Sounds 
like an Biteresting buy. 


100 years ago 

The World's Coal 
The annual statistics for 
production of coal show that 
Great Britain is the largest 
producer and exporter. The 
gre a test producing countries in 
1896 were Great Britain, with 
195,361.000 tons; the United 
States, with 171,416,000; 
Germany, with 65,690,000; 
France, with 28.750,000; 

Belgium, with 25,252,000; 
Austro-Hungary, with 11,033,000 
tons; Russia, 9,229,000; and 
Japan, 4,849,000 (in 1895]. All 
these countries show an 
increased production as 
compared with the previous 
year, except the United States, 
which has fallen off to the extent 
of slightly over a million tons. 

50 years ago 

UA Business Prospects | 
Washington, April 28. Mr Edwin 
G. Nouree, chairman of 
President Truman’s Council of 
Economic Advisers, says 
defence end foreign spending 
should mean several years' full 
production, employment and 
business prosperity. But high 
prices aid perhaps a cfisturtxng 
tax increase may be necessary, 
and inflationary pressures may 
become menacing, without 
defence and foreign aid. says 
Mr. Nourse, domestic business 
would have sagged with a mild 
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Credibility gap 


The squabble over the European Central 
Bank president Is hardly edifying. Unfor- 
tunately, it matters. Few observers think 
the actual choice wQl have a big effect on 
the ECB's commitment to fight infla tion 
In euroland. Both main candidates - 
Dutchman Wim Duisenberg and French- 
man Jean-Claude Trichet as well as possi- 
ble compromise candidates - have reputa- 
tions as tough central bankers. The 
concern is rather that squalid side-deals 
might be needed to break the impasse. 

One worry is there could be a deal to 
split the eight-year term between the two 
main candidates. In itself, a switch of 
president after four years would not be 
disastrous - though it would stop the 
candidate maturing Into the Job in the 
way, say, that Alan Greenspan has at the 
US Federal Reserve. The real objection is 
that such a deal would go against the 
Maastricht Treaty and therefore have to 
be quasi-secret 

A backroom deal about how a suppos- 
edly Independent central bank will be led 
is hardly the best way to establish its 
credibility. 

Another worry is that France may 
Insist on beefing up the "Enro-x” council 
as a quid pro quo for abandoning Mr Trie- 
bet France's exact plans for Euro-x, an 
informal council of euroland's finance 
minis ters, are mushy. If it was simply to 
be a committee for coordinating coun- 
tries' fiscal policies with the ECB's mone- 
tary policy, that would be useful. The 
concern is that France has grander ambi- 
tions to establish Euro-x as a foil-blown 
political counterweight to the ECB. That 
would further undermine the bank's inde- 
pendence. 

Commerzbank/Korea 

. Will Commerzbank be the first foreign 
hank to take a si gnificant stake in a Kor- 
ean commercial bank? Right now Ger- 
many's number four is being rather coy 
about suggestions that it will inject 
DMSOOm into Korea Exchange Bank. But 
whatever comes of this deal. It will surely 
not be the last foreign name to enter the 
frame. Fourteen of Korea's 26 commercial 
hanks failed to meet international capital 
standards at the aid of 1997. They have 
until June to show how they will change 
this, falling which mergers or closure will 
follow. Foreign capital, of course, would 
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reduce the estimated {20bn restructuring 
tab which would otherwise fall on taxpay- 
ers. 

Foreigners are not foiling over each 
other in a rush to invest And with good 
reason. A shrinking economy will drive 
non-performing loans as high as 30 per 
cent of total lending. Large swathes of low 
margin chaebol lending are hardly an 
exciting prospect Moreover, the indus- 
trial relations climate will make the sort 
of retrenchment necessary to boost 
returns very difficult 

Pr ^ypwpwhfliiTf 'js existing co mmitmiOP ts 
may encourage it to take a bet on the 
fixture. Others, though, may wait fin- gov- 
ernment to sweeten the package before 
stepping in. 

Jefferson Smurfit 

At last Jefferson Smurfit seems to have 
cracked the stalemate surrounding its US 
offshoot, Jefferson Smurfit Corporation - 
long a (paper)welght around the Irish 
packaging group’s neck. 

The problem with JSC, which produces 
containerboard and newsprint, has always 
been its ownership structure rather than 
its performance. When Smurfit acquired 
JSC back in 1986, it was too small to 
purchase it outright, so it structured the 
deal as a leveraged buy-out and brought 
in Morgan Stanley as a partner. The 
advantage was that, with just a 465 per 
emit stake. Smurfit has not had to consoli- 
date JSC’s $2bn debt But the lack of con- 
trol has prevented it from making any 
strategic moves. Now Smurfit has found 
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an elegant way around that It plans to 
buy a big chunk of Morgan Stanley’s 35 
per cent anti then Immediately mer ge JSC 

with follow paper group Stone Container. 
Such a deal would benefit all sides. Mor- 
gan Stanley gets out of a non-core hold- 
ing. JSC and Stone together would be by 
far the biggest containerboard producer in 
North America. And there should be 
savings from introducing JSCs more effi- 
cient working practices to the loss-making 
Stone gnri cl osing some of latter’s 
older capacity. The combined company 
would still be highly indebted, but should 
have a mare stable fixture. And since the 
US market determines global container- 
board prices, a tighter market there 
should bring benefits to Smurfit world- 
wide. 

British Biotech 

Perpetual should be congratulated cm 
throwing down the gauntlet to the British 
Biotech board, notably Keith MbCuHagh, 
chief executive. Backing the sacked 
Andrew MTHar , who is portraying himself 
as a whistle blower, clearly carries big 
risks. By definition, his allegations are 
Anther damaging the credibility of both 
the hoard and the drugs pipeline, knock- 
ing the shares back further. Mare cau- 
tious shareholders would shy away from 
such boat rocking and point to the diffi- 
culty of replacing Mr McCuDagh if his 
head is called for. 

But it looks too late to perform a dam- 
age limi tation exercise of the smoothing- 
over variety. The questions raised about 
Mr McCunagh'6 management of the com- 
pany are serious enough to warrant a 
proper airing. Leaving aside the issue of 
share dealings, he needs to answer the 
allegation that he misled the market with 
over-optimistic assessments of drug pros- 
pects. He also faces criticisms of his strat- 
egy and his handling of Dr Millar. Having 
left the field to his adversary for so many 
days, it has become harder for him to 
restore credibility. 

Composing a circular to shareholders is 
not enough. Investors have the right to 
see the whites of Mr McCuIlagh’s eyes and 
cross-question him. So Perpetual’s scheme 
for an extraordinary general meeting 
should be backed. Unless he can provide a 
convincing live rebuttal of the allegations, 
he will deserve to go. 
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Belgian prime m ini ster Jean-Luc Dehaene frees three motions of no 
confidence over the escape of a suspected paedophile kSer. Page 4 
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Hong Kong authorities 
seize $90m of pirate CDs 

Music and film groups join crackdown on illegal software makers 


By ABcn Rawstbom 

Hong Kong authorities have seized 

more rVran 590m Of iltirit nr impart 

discs and unauthorised production 
equipment in the world’s biggest - 
ever software piracy hauL 
The raid, which started in the 
early hours of Monday meaning and 
continued yest er day, involved the 
arrest of 16 people, including a 

ggnlnr Hnng Tfnng rawtiyny official 

trim allegedly accepted -bribes from 
the piracy ring. 

Among the e quipm ent seized was 
machinery used to make digital 
video dfcns, the new discs that play 
fiim« at for higher quality than 
video cassettes. This is the first time 
DVD production equipment has been 
imp o unded. 

The Haag Kong haul forms part of 
a global effort to crack dawn an soft- 
ware piracy, following an increase in 
sales of unauthorised compact discs, 
CD-Roms and video cassettes. Hong 
Kong; traditionally a prime source of 
illicit software, recently passed 
tough anti-piracy laws. 

Until recently pirate manufactur- 


ers tended to concentrate on making 

cassette tapes, which are for less 
profitable for record companies than 

i-nm- pa r-t ifluwL 

Over the past year, many pirates 
have switched to compact discs, fol- 
lowing a sharp foil in the cost of 
manufacturing eq uipmen t. Mean- 
while. the slowdown in global music 
sales , has prompted race-legitimate 
disc manufacturers to supply un- 
authorised products. 

The International Federation of 
the Phonographic Industry, which 
represe n ts the works’s record compa- 
nies, estimates that one in three 
music products is pirated. It has 
responded by expanding its anti- 
piracy 

The DTPI mounted this week’s haul 
in concert with the Motion Picture 
Association, of America, the trade 
body of the US film studios, and 
Hang Kong’s Independent Commis- 
sion. Against Cumiptioii. 

In the early hours of Monday 
imtming - officials raided four facto-, 
ries and a warehouse in fheFanhng 
area of Hang Kong, near the Chinese 
border. AH five units are owned by 


Science Technology Research, a 
HffflgKQhffreiSfotfired company. 

The! equipment seized had the 
capacity to produce up to 1.2m audio 
compa ct discs and video compact 
discs a day. More than 7m pirated 
discs were also impounded, as well 
as the DVD production equipment. 

Eleven people were arrested on 
Monday morning, and another five 
arrests have since been made. Two 
containers bound for China holding 
a total of lm compact discs have also 
been seized. 

The music industry also frees an 
Increase In the illicit distribution of 
music across digital trans mi s s ion 
sys tems such as the internet 

Albums and single recordings are 
now often posted on pirate internet 
jukeboxes within hours of release. 
Consumers can download digital ver- 
sions of songs directly on to comput- 
ers, often for free, within minutes. 

Record companies plan to launch 
their own digital distribution 
systems, but are nervous about 
dnfng so until the necessary techni- 
cal and legal protections are in 
place. 


Nigerian court sentences six 
to death for plotting a coup 


By Mtebela Wrung, 

Mrtca uvraspomMot 

Nigeria's political crisis deepened 
yesterday when a special court sen- 
tenced the cou nt ry ' s former deputy 
leader and five other men to death 
for plotting to overthrow military 
president Sani Abacba. 

In a ruling likely to heighten 
domestic unhappiness with the 
re gime and far ther alienate a hostile 
international community, the tribu- 
nal in the northern town of Jos 
found Lieutenant-General Oladipo 
Dlya, four army officers and a civil- 
ian guilty of treason and sentenced 
them to die by firing squad. 

The former second-in-command 
had denied planning a Deoexnbo* 20 
takeover. He told reporters he had 
bear “set up" in a plot going “right 
to the top". 

But his words were yesterday dis- 
missed by the tribunal's presiding 
officer. “He presided over and 
actively participated in several meet- 


ings in which the coup was dis- 
cussed," said General Victor Malu. 
"There was no’ charge for initiating a 
coup plot and as such it was not 
necessary to inquire into who initi- 
ated the conspiracy. " 

Human rights groups had asked 
for proceedings against a total of 80 
detainees to be made public, and 
western governments had appealed 
for a transparent triaL But most of 
tiie case was beard behind closed 
doors.- 

Tbe verdicts must be ratified by 
General Abacba ami his ruling mili- 
tary coundL But, following the 1995 
hanging of Ken Saro-Wiwa, the 
minority Ogoni activist, which trig- 
gered foreign sanctions, there can be 
little doubt about the president’s 
readiness to brave international con- 
demnation. 

Domestic opinion is more likely to 
be a consideration weighing in 
fovour of clemency. The ruling was 
made three days after the public had 
demonstrated its disillusionment 


with Gen Abacha’s unfolding cam- 
paign to stand as sola civilian candi- 
date in tiie forthcoming presidential 
elections by snubbing national 
assembly polls. 

The stay -a way was not confined to 
the commercially-developed south 
west, from where all the condemned 
mm originate. There was a similarly 
low turnout in the north, the mili- 
tary’s traditional heartland, suggest- 
ing frustration at the economic crisis 
and at the increasingly repressive 
political climate had crossed 
Nigeria’s ethnic boundaries. 

Buoyed by the success of its boy- 
cott call. Nigeria's opposition has 
called for a day of mass action on 
Friday. 

Carrying out the sentences would 
almost certainly increase the likeli- 
hood that Gen Abacha will cling to 
power, as stepping down would 
cany the risk of retribution from the 
coup-plotters' suppor te rs. 
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Invitation to 

HYPO-BANK 

shareholders 


Tlra Board of Bayerlsche Hypotfieken- und Wochselbank AG (HYPO-BANK) wishes to 
draw your attention to the 
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FT WEATHER GUIDE 


Europe today 

Much of Europe wffl be unsettled 
and showery. Western France will 
be cloudy with long periods of 
rain. Eastern France, the Low 
Countries and western Germany 
will be brighter with isolated after- 
noon showers. Eastern Germany 
and much of Scandinavia wffl have 
showers aid some thunder, but 
along the Baltic coast it wfll be 
warm and sunny. The Iberian 
peninsula wiB have a mix of sun- 
shine and showers. Oeece wfllbe 
uisettted with heavy rain and 
thunder, but Italy wW be mainly 
dry with sunny spells. 

Five-day forecast 

Most of France, the Low Countries 
and Germany will have hsther 
rain, but by Sunday there sheuid 

be an improvement The western 
Mediterranean wffl stay unsettled. 
The east will become dry, 
although more showers are likely 
by the end of the weekend. 
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Your hub to the heart of Europe. 

Lufthansa 


Fart Show 20 

FnrtAat F* 16 

Geneva Shower 14 

(Sbreher Shower 2E 

Gtaagow Shower 13 

Hantoug FWn 13 

Hetenki Fit 20 

Hong Kong Shower 24 

Honolulu ten 26 

Mil F* 16 

Jakarta Fair 33 

Jenay Rata 13 

Johaimaabwg Sir 22 

Kantohl Sun 36 

tomtit Sun 32 

LAngalaa Fa* 26 

LsaPabnaa Fair 26 

Line Mr 26 

UtaMrt Shower 16 

London Shower 16 

Lumaug Fair 16 

Lyon Shower 15 

Maoetra Fhir 21 


Madrid 

Matorca 

Mata 

Manchester 

Manta 

Mdbouna 

MadcoOty 

Mtarti 

Mtan 


Nassau 
New York 
Men 


16 Rangoon 
22 RayMwrik 

22 Rio 
is . Rome 
35 s. Frsca 

20 Seoul 

31 snggpare 
30 S tocktiBtm 
19 Stmbourg 
19 Syteey 

21 Tangier 
12 Tel Auk 
27 Ttofcyo 
19 Toronto 
29 Vancouver 
21 vanes 

17 Vienna 
24 wareaw 
14 Washington 
17 WeCngton 

23 Wbnipeg 
17 Saleh 


Fair 31 
FUr 20 
Fair 24 
Mr 23 
Fair 33 

rv 1 20 

Fair 17 
Fair 23 
Shower 21 
Sun 2a 
ft* 22 
Shower 16 
Sun 2G 
Fair 18 
Shower 16 
Fair 21 
Sui » 
Cloudy 16 
Fair 13 
Fair IS 


Annual General Meeting of Shareholders 

to be held at 10.00 a.m. la Munich on 19th May 1998 

at the Gastelg Guttural Centre (Pfiflharmonle and Carl-Orff-SaaO, 

Rosenhelmer Strafie 5 t Munich. - 

lit light of the proposed merger with Bayerlsche Verelnsbank AG, this Is the most 
Important meeting of shareholders ever to have been held by the bank. 

We are keen to achieve the best possible vote of confidence from our shareholders In the 
proposed merger. Therefore, we are asking shareholders to either attend the meeting 
In person or, alternatively, to make sure that every vote Is registered In time. 

Deadlloe for placing shares with a depositing agent la 12th May 1998. 

This date Is crucial if you wish to make use of your democratic right to vote on 
this historic event In HYPO-BANK's 183 year history. We also want to give every 
assistance to shareholders who need to ensure shares are placed with a depositing 
agent by the deadline Indicated. 

For enquiries and further assistance please contact: 

HYPO-BANK investor Relations 
TeL (49) 89 9244-3195, -3511,. -4963 
Fax (49) 89 92444-967 


Merlin Financial, London 
Tel. (44) 171 606 1244 
Fax (44) 171 606 1245 
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Salinas joins Mexico telecoms fray 

Ricardo Salinas Pliego, owner of TV Azteca. the 
Mexican broadcaster, and Etektra stores, is pre- 
paring to do battle with Mexico’s leading telecom- 
munications companies. Mr Salinas and 11 others 
are placing bids on the Transport and Communi- 
cation Ministry’s web site for concessions to oper- 
ate fixed wireless telephony. Page 10 

GEC-Marconi’s ideas for success 

GEC- Marconi. the defence arm of General Electric 
Company of the UK. has submitted its vision of 
the future to European governments: to increase 
companies’ potential to be efficient, governments 
must speed up procurement processes. And to be 
globally competitive, electronics groups must con- 
tinually develop leading edge technology. Page 25 

Bourses fight their way back up 

European equity markets put on a robust perfor- 
mance after Monday’s retrenchment and Wall 
Street's tumble. Athens recouped 6-3 per cent, 
while Milan Jumped 4.8 per cent. Madrid -was 3 per 
cent better off and Frankfurt and Paris managed 3 
per cent bounces. Page 38 

Airtouch shares take off 

For most of its independent existence, Airtouch 
Communications, the US wireless telephone com- 
pany. has lived under a cloud. But Afatouch's 
share price has taken off recently. Last week 
brought confirmation that its overseas ventures 
were adding customers at a ‘rapid rata Page 18 

Shanghai Petrochemical to expand 

Ui Yiping (left), president 
of Shanghai Petrochemi- 
cal, is expected to 
announce a plunge in 
the company's 1997 
profits when he delivers 
the annual report to 
Hong Kong Investors 
this month. But difficult 
times have not dulled 
ambitions. The company 
plans an expansion that 
wiD consume more than 
Yn20bn ($2.42bn) in fresh capital and nearly dou- 
ble capacity in some core businesses. Page 22 

Hope Group of China eyes Thai rival 

Liu Yonghao, one of four brothers who turned their 
feed grain operation into China's biggest private 
company, the Hope Group, has his sights on Thai- 
land's CP Group. China’s largest foreign investor 
and owner of 93 animal feed mills. Page 23 

Tokyo declines on weak data 

Shares in Tokyo dropped after Wall Street's fall on 
Monday and the announcement of weak economic 
data. The Nikkei 225 average lost 254.52 to close 
at 15,395.43, taking the average below 15.500 for 
the first time since January. Page 38 

Indian tea states bit by dry weather 

The three southern Indian states that account for 
25 per cent of the country’s tea production have a 
poor crop because of dry weather. Page 28 
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Tabacalera underwriters face big losses 


By Wncetit Boland 

The syndicate of basks that 
underwrote the privatisation 
of TabacaJera. the Spanish 
tobacco group, is facing big 
losses after failing to find 
investors for the shares at the 
guaranteed minimum price. 

The syndicate, led by Merrill 
Lynch and the three Spanish 
banks acting as global coordi- 
nators. wiD have to pay about 
317.5m to Seppa, the state hoi fl- 
ing company that sold a 523 
per cent stake to Tabacalera 
this week for $2bn in one of 
the year’s most prominent pri- 
vatisations. 


Banking syndicate fails to attract investors at guaranteed minimum price 


It is the first time underwrit- 
ers for a large privatisation 
have been faced with paying 
compensation since the UK 
government's iD-tRted sale of a 
tranche of shares in British 
Petroleum in the teeth of the 
1987 stock market collapse, 
bankers said. 

It is the first reverse in 
Spain’s large and mostly suc- 
cessful privatisation pro- 
gramme, and could leave 
investment banks wary of join- 
ing a syndicate for the forth- 
coming $&5bn sale of a block 


of shares in Endesa, the power 
group. 

“We've made a loss on the 
entire deal," a disaffected exec- 
utive at one of the banks in 
the Tabacalera syndicate said. 

Things started to go wrong 
for the syndicate after it 
agreed a minimum price of 
Pta3,340 ($26,7) a share for the 
institutional tranche of the 
Tabacalera offering with Seppa 
and its advisers on April 2a 
That was a discount of more 
than 13 per cent to the prevail- 
ing share price, which had 


soared as a result of investor 
demand for the new shares. 

By Monday, however, the 
shares had fallen 16.5 per cent, 
pushing them below Pta3^40. 
That meant institutions were 
not willing to buy at that 
price. Merrill, Banco Bilbao 
Vizcaya, Argentaria and Banco 
Central Hispanoamerica then 
fixed the offering at Pte3,2Q5. 

As a result, syndicate mem- 
bers, which include other 
Spanish banks and US and 
European investment banks, 
will have to make up the dif- 


ference to Seppa - a total of 
Pta287bn. 

Bankers blamed stock mar- 
ket volatility, and in particular 
that of Tabacalera's share 
price, for the outcome, which 
is more usually associated 
with small rights Issues. “This 
transaction proves that in 
highly valued and volatile 
markets, underwriting risks 
can become real,” said Brad 
TEngfawri managing director of 

equity capital markets at Mer- 
rill Lynch in London. 

“The underwriting agree- 


ment for Endesa is going to be 
watched very closely." another 
syndicate member said. 

Bankers said junior mem- 
bers of the syndicate were 
likely to be hardest hit Part of 
the compensation package for 
the syndicate was a selling fee 
based on the number of shares 
sold to investors. Senior mem- 
bers of a syndicate usually sell 
the most shares and earn the 
highest fees. 

The three Spanish global 
co-ordinators will also be cush- 
ioned by fees earned from sell- 
ing a large proportion of the 
66m Tabacalera shares sold to 
Spanish retail investors. 


Paccar buys Leyland Trucks 


By Haig Shnordan, 

Motor Industry Correspondent 

The world truck industry’s 
consolidation continued yes- 
terday when Paccar of the US 
acquired Leyland Trucks, the 
UK’s last independent manu- 
facturer. 

The deal reinforces Paccar's 
attack on Europe after its 
$S02m purchase of Daf Trucks, 
the Netherlands-based heavy 
truckmaker. in November 1996. 
Paccar, which is the world's 
fourth biggest maker of trucks 
of more than six tonnes, also 
owns Foden, a smaller UK 
heavy truck company. 

The purchase came as 
Paccar, which controls the 
Kenworth and Peterbilt brands 
in the US, announced a climb 
in first quarter net profits 
from $57.9m to $I00.4m. Sales 
rose by 21 per cent from $1.4bn 
to $1.7bn after buoyant 
demand in North America and 
Europe. 

Paccar's deal could acceler- 
ate rationalisation among 
remaining manufacturers. 
Volkswagen, Europe's biggest 
carmaker, which builds trucks 



Heavyweight contender. .The latest Kenworth truck. Paccar controls the brand hi the United States 


in South America, wants to 
expand in commercial 
vehicles. Scania, the Swedish 
heavy truck specialist, is 
poised to move into lighter 
trucks, and Volvo, its 
arch-rival, is developing links 
with Mitsubishi of Japan. 

No price was disclosed for 
Leyland Trucks, which is 
owned by 15 of the company's 
managers, including John Gil- 


christ, chairman, and the three 
boardroom colleagues who 
staked their fortunes in a 
management buy-out in 1993, 
and Barclays Development 
Capital which has about 25 per 
cent 

All the executives are indus- 
try veterans who invested in 
the company after the collapse 
of the original Daf group, to 
which Leyland belonged, in 


1993. Since then. Leyland 
Trucks has concentrated on 
building the 45 and 55 Series 
6-18 tonne vehicles for Daf - 
also revived under new man- 
agement as Daf Trucks. 

Net profits amounted to 
£30.4m on sales of £l70m 
($283m> in Leyland' s previous 
financial year to April 30, 1997. 
The company built 10,050 
vehicles in 1997-8. 


BIL departures hint at break-up 


By Gwen Robinson in Sydney 


The chairman and chief 
executive of Brierley Invest- 
ments resigned yesterday, 
prompting speculation of a 
break-up of the New Zealand- 
based group's worldwide port- 
folia 

The abrupt resignations of 
Bob Matthew, chairman, and 
Paul Collins, chief executive, 
were believed to have been the 
result of waning market confi- 
dence in BIL's management 
and investment decisions. 

BIL has controlling stakes in 


companies including John 
Fairfax, the Australian news- 
paper publisher. Thistle Hotels 
of the UK, and Air New Zea- 
land. None has produced good 
returns. Some, such as Air 
New Zealand and Sky City 
Casino, have been affected by 
Asia’s downturn, while John 
Fairfax has been hit by an 
Australian newspaper price 
war initiated by Rupert Mur- 
doch. head of News Corpora- 
tion. BIL’s 46 per cent stake in 
Thistle Hotels, acquired in 
1990, has performed poorly, 
particularly since Thistle 


floated on the London Stock 
Exchange IS months ago. 

Mr Matthew said his depar- 
ture was the result of a “com- 
prehensive review” of the com- 
pany's strategies. Analysts 
believe the review may lead to 
the break-up of BIL, which has 
long traded at a heavy dis- 
count to its asset backing, 
including the sale of its 23.6 
per cent stake in John Fairfax. 
Sir Roger Douglas, former New 
Zealand finance minister, has 
taken over as chairman and 
will act in an executive role 
until a new chief executive is 


found. BIL recorded a net 
profit of about NZJiSQm in the 
six months to December, up 
about 4 per cent on a year ear- 
lier. but well off its perfor- 
mance in the mid-1980s. Its 
share price has consistently 
traded in the NZ51-NZ$1.40 
range for most of this decade, 
despite Mr Matthew's promise 
in 1990 to raise the price to 
NZ$2 within a short period. 

BIL fell 3 cents to NZ$1.01 on 
the New Zealand Stock 
Exchange yesterday. 
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Regulator seeks 
to resolve fight 
for Energy Group 


By Andrew Taylor, 

Utilities Corres po ndent 

The UK’s Takeover Panel has 
called a full meeting this 
morning in a bid to resolve a 
bitter trans-Atlantic takeover 
struggle for Energy Group, 
Britain's biggest electricity 
supplier. 

PacifiCorp, one of two US 
utilities bidding more than 
£4bn ($6.7bnj for Energy 
Group, is appealing against a 
decision by the panel's execu- 
tive which wants to impose a 
revised bidding procedure to 
bring the matter to a bead. 

The issue will now be 
decided by a meeting of an the 
panel's members. 

Alistair Defriez, the panel’s 
director-general, is understood 
to have proposed a system 
requiring PacifiCorp and its 
rival, Texas Utilities, to submit 
sealed bids. 

The offers would indicate 
how much more than its rival 
each company was prepared to 
pay as well as how high each 
was prepared to go. The proce- 
dure could allow the bid to be 
settled quickly. 

Texas, which has made an 
offer of S40p a share, worth 
£4.45bn. is understood to be in 
favour of the executive’s pro- 
posal. 

PacifiCorp, which is offering 
82Qp a share, had favoured a 
simple system of sealed bids 
with the highest offer winning. 
Texas had been concerned that 
It might be 'spoofed' into rais- 
ing its offer unnecessarily if 
PacifiCorp left its bid 
unchanged. 

Mr Defriez last week 
suspended the timetable for 


the rival offers, fearing an 
unseemly rush in the approach 
to the original deadline for 
final bids at midnight last Sun- 
day. He said he wanted to 
ensure a fair and orderly pro- 
cedure. 

The last time the panel made 
a similar move was In Decem- 
ber 1983 when BAT Industries 
of the LTK and Allianz of Ger- 
many were required to submit 
sealed bids for Eagle Star. BAT 
paid £968m for the insurance 
group after Allianz withdrew 
before the envelopes were 
opened. 

The Texas bid was cleared 
this month by the British gov- 
ernment, which decided not to 
refer the offer for investigation 
by the Monopolies and Merg- 
ers Commission. 

Energy Group's shares have 
continued to trade well above 
the Texas offer price of 840p a 
share, climbing lp to 864!4p 
yesterday. 

PacifiCorp, which opened 
the bidding for Energy Group 
at 690p almost a year ago, has 
yet to reveal whether it will 
increase its previous offer, pull 
out of the bidding altogether 
or seek some other form of 
arrangement which would 
allow it to buy part of the 
Energy Group. 

Mr Defriez said last week 
that it was unusual to have 
two competing bids at this late 
stage. The idea of a timetable 
had been to prevent a hostile 
predator from simply wearing 
down the company it was bid- 
ding for over a long period. 

Energy Group in this case 
had recommended sharehold- 
ers accept previous offers 
made by the two US groups. 



BARRY RILEY 


Nation, class and sector 


European fund managers are 
now grappling with the sector 
versus country debate. It has 
become fundamental for 
portfolio managers to slice 
their investments into asset 
classes to help control their 
risks. But the integration of 
Europe's markets within a 
single currency area could 
leave slower witted investors 
phasing their tails. 

In the VS, Jong-established 
as a big. single market, stocks 
are divided into industrial 
sectors and then, alternatively, 
into size categories. Regional 
classifications are 
unim portant 

Within Europe, however, the 
individual country markets 
have always been regarded as 
forming the most obvious 
asset classes. But the 
impending adoption of the 
euro is forcing investors to 
consider how long it will be 
before pan-European sectors 
will dominate. 

There is some way to go. A 
statistical investigation by 
Goldman Sachs has shown 
that such an apparently 
well-defined industrial sector 
as chemicals does not yet hang 
together as a sensible 
European stock market asset 
class. But then, over the past 
five years, Austria and 
Denmark have not constituted 
satisfactory asset Classes 
either. Italy, on the other 
hand, has made a particularly 
good one. 

Perhaps the most 
comprehensive analysis of 
pan-European sectors has b eea 
conducted by academics at the 
University of Ltege under 
Professor Pierre MicheL This 


research provided the theory 
to support the sector indices 
recently launched by 
European Benchmarks as the 
basis for derivative products 
traded by the Belgian Futures 
and Options Exchange. 

The Liege researchers 
applied cluster and factor 
analysis to the correlation 
coefficients of the daily 
returns of the top 800 
European stocks (later reduced 
to 500). They found that the 
country effect remains 
dominant in Europe. 

But sector effects are 
sometimes detectable too, 
although just four sectors have 
so Ear passed certain statistical 
hurdles set by the index 
designers; they are financials 
(comprising hanks and 
insurance), pharmaceuticals, 
ails and non-durable goods, the 
latter sector including various 
consumer products companies. 

Enrobench has ambitions 
plans. It believes the telecoms 
sector will soon pass its 
statistical tests and, with the 
European securities market 
developing quickly, there will 
be 15 identifiable sectors 
within three years. But 
Euxobench suggests that other 
index publishers have been 
jumping the gun by trying to 
leap straight from country to 
overall pan-European 
benchmarks. The country 
indices. R says, will take five 
to ten years to wither away. 
Hie Goldman Sachs study 
published last month turned 
up scone Inconclusive results 
on the c ountry versus sector 
debate, however. The idea was 
to search for European asset 
classes, such a class befog 


defined as showing high 
correlations of returns among 
its constituents (which should, 
however, show low 
correlations with other 
classes). But on the basis of 
standard FT/S&P 
classifications, correlations 
were generally fairly weak, 
even though sectors provided 
some of the best as well as the 
worst asset class candidates. 

Italy and Norway 
constituted two of the most 
convincing asset classes, but 
two other small country 
markets. Denmark and 
Ireland, were surprisingly 
poorly Integrated. Among the 
sectors with substantial 
weightings, oils, automobiles, 
healthcare and hanks stood 
out, providing some 
confirmation of Euro bench's 
finding s. On the other hand, 
retailers and utilities emerged 
as poor pan-European asset 
classes, which makes sense 
given their domestic 
preoccupations. 

How important might all 
this become in practice? 
Recently it has been vital to 
tilt European portfolios 
towards top performing 
country markets like Italy and 
Spain. At some future stage, 
however, it will become more 
effective to concentrate on 
sector rotations because in an 
integrated European market 
the national indices will move 
closely in line. 

Complex markets cannot be 
relied upon, however, to suit 
the requirements of 
process-driven portfolio 
managers. Perhaps it will 
prove to be better just to be 
good at picking stocks. 
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BT Aicx. Brown International 
is proud ro announce its second annua! 


European 

High-Yield 

Credit Products 
Conference 


London 

June 3 & June 1998 


Thrw years ajyt. we immcluced Eum[K.-un imcsuir-and issuers 
10 European high yield bonds. Our rnm Jciioii ibaj crrilii 
and smniurcd debt products tscrc kc\ drivers in enhanced 
investor returns has proven («• Ik* true. The fundamentals 
nr the European markets boih on ihe Issuer side and invest, ir 
side have highlighted the need fur efTcciive. intermediate 
capital— a need that ean |»e met through high yield debt 
and errdii products. 

As jam of our inigning cnnuniimeni to the Euni|iean enrdit 
markets, we are pleased to announce the second annual 
European High Yield and Credit Products Conference. This 
lwn-da\ event will provide a forum for the issuers and 
investors who drove the market development and whose 
continued support is fundamental to its future direction. 

We very much famk G mvanl to hosui^you at aniiltcr productive, 
itmr n wive at* I cim-rmiing event 

For additional information contact Yoitssef Khlut 
a! 44.171.982.395;) 
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FINANCIAL TIMES WEDNESDAY APRIL 2»? I99S 


COMPANIES & FINANCE: THE AMERICAS. 


MANUFACTURING BELLWETHER OF US ECONOMY SLIPS TO $4QQm AFTER TAX IN THE FIRST QUARTER 


3M hit by strong dollar and weak Asia 


By MDdd Talt ta Chicago 


Minnesota Mining & 
Manufacturing (3M). the big 
US manufacturing group 
seen as a bellwether of the 
US economy because of its 
wide range of products, yes- 
terday reported a dip In first- 
quarter profits as the strong 
US dollar and weak Asian 
economies took their tolL 
C 3M said it made S400m 
after tax In the first three 

months of 1S98. down from 


$410m. with sales slipping to 
$3.7bn from $S.71bn. 

However, this translated 
into earnings per share of SB 
cents, a cent higher than a 
year ago - and in line with 
analysts' forecasts. 

The company estimated 
that earnings would have 
been 10 cents higher had it 
not been for unfavourable 
currency movements. 

It calculated that currency 
changes depressed sales 
by about 5 per cent 


3M remained upbeat about 
frill-year prospects, saying 
its “traditional bellwether 
businesses’’ in the US were 
indicating continued "rea- 
sonable growth”, and that 
this should lead to “good US 
results for the year as a 
whole". Internationally, it 
said It was looking for “con- 
tinued solid volume gains in 
Europe and Latin America”, 
plus “a slow pick-up in 

growth in the Asia-Pacific 

area". 


Wall Street marked the 
shares - one of 30 stocks 
that make up the Dow Jones 
Industrials Index - 
higher at $91% in early trad- 
ing. 

3M saw US sale volumes 
dip 1 per cent - but this was 
due to the sale of the out- 
door advertising business. 
The company said there was 
an underlying 2 per cent 
gain, which compared with a 
12 per cent rise in the first 
quarter of 1997. 


Outside the US, growth 
was more substantial: vol- 
ume overall was up S per 
cent, lead by double-digit 
gams in Europe and Latin 
America, although offset by 
difficult conditions in Asia. 

3M added that cost- 
controls had lifted the 
results, with operating prof- 
its at 1&4 per cent of sales, 
despite currency movements 
depressing operating mar- 
gins by about cue percent- 
age point 


The company alarmed 
Wall Street last year, when 
it warned fourth-quarter 
earnings would be below 
expectations because of the 
dollar's strength and soften- 
ing sales in some interna- 
tional ma rk ** *. Although its 
shares fell sharply at the 
Hme. they have since recov- 
ered. A ccording to the First 
Can. research firm. 'analysts 
expect 3M to post 
double-digit earnings growth 
in 1998. 


Wall Street wakes up to Airtouch’s European assets 

Shares In America’s biggest wireless telephone company have surged in recent months, reports Richard Waters 


A surge in the popularity 
of mobile telephones on 
the other side of the 
Atlantic has finally lifted the 
fortunes of America’s big- 
gest wireless telephone 
company. 

For most of Its indepen- 
dent existence, Airtouch 
Co mmunicat ions — spun off 
by San Francisco-based 
Pacific Telesis at the end of 
1993 - has lived under some- 
thing of a cloud. A year ago 
its stock, at about $25, was 

no higher than w hen it first 
became independent 
“I don't think people 
appreciated our interna- 
tional strategy," says Sam 
Ginn, chairman. “There was 
a US-centric view on Wall 
Street. We were investing 
milli ons [overseas], and we 
were getting penalised.” 

Those investments, which 
amount to one of the most 
ambitious international 
poshes by a US telecoms 
company, included substan- 
tial stakes in a range of 
European start-ups (see 
chart) as well as holdings in 
Japan, South Korea and 
India- 

Thin gs have certainly 
changed. Airtouch's share 
price has taken off in recent 
months. “The stock has 
traded on the momentum 
from Europe," says Colette 
Fleming, an analyst at Mor- 
gan Stanley Dean Witter, 


with Wall Street's enthusi- 
asm a delayed reaction to 
news that had already been 
emerging on the other side 
of the Atlantic. 

Last week brought the lat- 
est confirmation that these 
overseas ventures were now 
adding customers - and 
turning cash flow positive - 
at a rapid rate- Based cm its 
proportionate holdings 
abroad, Airtouch can now 
claim 3.6m customers over- 
seas, a rise of 88 per cent 
from a year ago. Foreign cus- 
tom as already account for 
43 per cent of the company’s 
total, and are increasing for 
faster than the 29 per cent 
growth of its more mature 
US operations. 

This increase in customers 
contributed to a 72 per cent 
jump in operating cash flow 
from overseas in the first 
quarter, to more than $25Qm. 
“It turned out that the rest 
of the world was for real,” 
says Mr Ginn. 

While the prospects for 
international growth are 
likely to dominate Air- 
touch's future, though, Mr 
Ginn will have to tackle a 
very different issue when he 
faces Wall Street analysts 
today: how it can maintain 
its enviable profit margins at 
home amid an onslaught 
from new competitors. 

The company's current 
plan is to extend its regional 
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base into a national net- 
work, drive down costs 
through economies of scale 
and make inroads into the 
core services of traditional 
providers. 

Central to those efforts 
was the $5.9bn acquisition. 


earlier this month, of US 
West Media's cellular tele- 
phone operations. That deal 
will bring more than 2m new 
customers and enable it to 
reach 25 of the country’s 35 
biggest metropolitan mar- 
kets through the addition of 


T he two companies had 
already run operations 
jointly under a single 
brand. A full merger, 
though, will bring the scope 
for cost-cutting. 

A larger customer base 
would spread the fixed costs 
of the wireless networks 
more widely: the company 
aims to bring its average 
monthly costs per customs- 
down to $20 by the year 2000, 
from $23 now - a level that 
could start to make the com- 
pany competitive with tradi- 
tional landline carriers. 

That would represent one 
answer to a question that 
has always dominated Air- 
touch’s pure wireless strat- 
egy: how can it compete 
with full-service carriers 
that provide a bundle of 
local and long-distance ser- 
vices, along with Internet 
and even cable television? 

Mr Ginn's response: 
cheaper wireless services 
will increasingly draw traffic 
away from traditional tele- 
phone networks. The trick is 
to use a wide range of pric- 
ing packages to draw in dif- 
ferent users, depending on 
whether they axe mainly 
local callers, nse 
long-distance services or 
want to roam beyond their 
local area. 


As fa r services like cable 
television, he remains an 
unabashed critic of attempts 
tQ cross-sell ffn mrnmiipfititms 
services, comparing them to 

foiled efforts in other indus- 
tries like Sears Roebuck’s 
failed foray into financial 
sendees. 

Despite recent headway, 
though, the national net- 
work - and brand - still 
eludes Airtouch- And, as Mr 
Ginn admits: “If you're to be 
a competitor in the US, you 
hereto be nationwide - oth- 
erwise you’ll be in the sec- 
ond tier." 

To give it national cover- 
age, the company relies bn 
an accord with Bell Atlantic, 
the Baby Ben that dominates 
tiie north-east, and its 50 per 
cent stake In PrimeCo, a new 
digital wireless carrier. But 
efforts to persuade Bell 
Atlantic to adopt a joint 
brand for wireless have so 
for foiled. 

The surge in Airtouch’s 
share price, lilting Its stock 
market value to mare than 
$25bn, may at least have 
pushed it beyond the reach 
of potential predators and 
bought it time to pursue its 
independent strategy. A year 
ago. it appeared an easier 
target But Mr Ginn can say 
with some confidence now: 
“We've gotten to be a very 
valuable collection of 
assets.” 



NEWS DIGEST 


STEEL 


Bethlehem Steel posts 
sharp recovery in quarter 


Bethlehem Steal, the second largest steelmaker the US. 
yesterday reported a sharp recovery in first-quarter earnings, 
to $88m after tax, compered with just S38m in tho some 
period of 1997. Earnings per share of 51 cents were wefl 
ahead of analysts’ expectations, and compared wffi 2a cents 
a share in the same period e year ago. 

Bethlehem said it had enjoyed “good levels of stool 
demand*.' while profits had benefited from the etmnutfon of 
irw^ h tow (ne w** now restructured. It also suggested that 
Wjfor tfetf in the US ahouW remain .trongjnihu 

months riead, forecasting that domestic shipments for tho 
Industry overall would be around 103m tonne®, dose to the 
105m tonnes shipped test year. 

But it warned that competition would continue os new 
capacity came on stream, aid said the Aden financial crisis 
was stffl creating uncertainty. NOdd Tatt, Chicago 



. ... r. i frr.‘ 


GOLD PRODUCTION 


Placer Dome advances 


Increased production and lower costs enabled Placer Dome, 
the Canarian gold producer, to fift first-quarter net earnings to 
US$1 7m. or 6 cents a share. The outcome - in line with 
expectations - compared with earnings of SI 4m, or 5 cents. 

In the flret quarter last year. The company said gold output in 
the quarter rose from 535,000az to 638,000oz. while total pro- 
duction costs fell from $303 to $259 an ounce. Analysts said 
the company, Oka others in the industry, had sold higher-cost 
mines and brought Into production lower-cost sites. 

John Wiflson, chief executive, said the company had 
reduced production costs by almost as much as the decline 
In the gold price, which fed betoy$300 an ounce last year 
before recovering slightly. The company's operating cosh flow 
increased tram SB2m to SI 08m in the quarter. 

Placer Dome said it had started a feasibility study for the 
Aldebaran gold and copper property in Chile, in which it has a 
51 per cent interest The ownership of Placer Done’s Las 
Cristinas mine in Venezuela, however, continues to be the 
subject of a legal challenge by Ciystailex, a competing Cana- 
dian mining group. Scott Mor ri son, Toronto 
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JEFFERSON SMURFU 


Cardboard unit in merger talks 


Jefferson Smurflt, the Irish multinational paper and packaging 
group, yesterday confirmed that its US corrugated cardboard 
unit, Jefferson Smurfit Corporation, was In talks about a 
$3£bn merger with Stone Container, the US cardboard 
maker. It said the two companies were discussing a “stock 
for stock business combination", but warned there could be 
“no assurance that such discussions mil continue or will 
result in any definitive statement regarding such a business 
combination". 

Shares hi Stone, flsted on the New York Stock Exchange, 
rose Sj£ to $158 in early trading. However, those Irt JSC. 
quoted on Nasdaq, fefl $« to $20£. Jonathan Ford 
See Lex 
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CONTRACTS & TENDERS 
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HUNGARIAN PRIVATIZATION 
AND STATE HOLDING COMPANY 


INVITATION TO BID 


1. On behalf of the Minister of Industry, Trade, and Tourism, who exercises owner- 
ship, the Hungarian Privatization and State Holding Company (hereinafter referred to 
as “the Caller* or “APV Rt.;’ headquarters: 1133 Budapest, Pozsonyl fie 56.) is hereby- 
announcing a single-round open tender for the purchase of the stare owned share 
package, which constitutes 81.4% of the shares (with a nominal value of HUF 
2,550355.000) of Kuogexpo Vdsdr cs Rddam te nf a pfawrig (hereinafter refer red 
to as “the Company;’ headquarters; 1101 Budapest, Albertbsai fit 10.; company reg- 
istration no.: CG 01-10-041503). 


HUF 3,133,735,000. 
HUF 3,574,869,000. 


On December 31, 1996 
The Company's issued share capital was 
The Company's shareholders' equity was 

The Company's shareholders 

The Hungarian State” 84% 

Local governments 16% 

* Pursuant to Law LXXV1 of 1997, one prefe r ential voting share will remain in the 
long-term ownership of the Hungarian State. 

APV Rt- allocates a part of this share package, which has a nominal value of HUF 
2,550355,000 and represents 81.4% of the issued share capital, for the employees of 
Hung expo Rt. The allocated part has a nominal value of HUF 200,052,000 two hund- 
red million fifty-two thousand HUF and r e p re s e nts HUF 6.38% of the issued share cap- 
ital. Hungexpo Rl's employees are entitled to take advantage of their right to pur- 
chase shares within 60 days of die day on which APV Rt announces its offer to sdL 

2. Bids can be submitted for the purchase of the Hungexpo Rl share package that 
represents 75% + 1 vote and has a nominal value of HUF 2350303,000. Bidders must 
undertake the obligation to purchase the share package that was allocated for the 
employees at the price and in accordance with the conditions thar is specified in their 
bids. The winning bidder is obliged, to purchase this share package if the employees 
do not wish to take advantage of their opportunity to acquire ownership or if they do 
so only partially. 


Bids are to be submitted at Albuxri Pi lva tiz&dfis £s VagyonkczelS RL 
Official room, 1133 Budapest Pozsonyf fit 56., Eighth Floor, Room 807 

7. At least 90% of the purchase price must be paid in cash. The remaining part of the 
purchase price can be paid either In cash or in the following manner. 

Bidders are entitled to pay for up to 10% of die purchase price in compensation notes. 
Foreign bidders axe entitled to use only compensation notes that they have acquired 
in their own right. The Caller will reckon compensation notes at 174.2%. 

Foreign bidders are only entitled to make bids in foreign c urr e n cies that the National 
Bank of Hungary accepts as convertible. The Caller will consider fbrdgn currency at 
the foreign currency middle cate that is officially announced by the MNB (National 
Tfanlr of Hungary) as being effective at the rime the bids are submitted. 

The detailed invitation to bid co ntai n s the other conditions : 


3- A condition for the bid's validity is that the bidder is obliged to make a capital 
increase with a nominal value of at least HUF 3 billion. in cash from outside sources 
within 180 days of the day on which the contract is signed. 

4. Bids must be submitted in Hungarian in five counterparts each. They must be sub- 
mitted in a sealed unmarked envelope at the address indicated below. Foreign bidders 
are entitled to submit their bids in Kngffah or G erman in addition to the Hungarian; 
the Hungarian counterpart, however, will prevail Bids must be submitted, either in 
person or by proxy, during the available time and in the presence of a notary public 
The following text must appear on the envelope: 

“palyAzat HUNGEXPO R3V 

5- Bidders must mark the original counterpart ‘EREDETT* [Original]. Should a fodder 
foil to do so, the Caller will choose one of die counterparts to serve thereafter as the 
original counterpart. If there is any difference between the counterparts, the contents 
of the counterpart that is so marked w&l prevail 

6. Bids must be submitted on Wednesday June 10, 1998 between 12:00 noon 
and 2:00 p.m. 


12. information about the tender and the Cq fepa gys 
tures can be obtained from the pemons specified 
been announced. 

From Hungexpo Rl IgonfSp V RL’ 

Dr. Zsuasa PaSSdOr V 

1101 Budapest, Attwtfcsti ut 10. £ 

Phone 06 1)1-263-6378 
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8. A commitment to the bid for 120 (choc hundred and twenty} days from the time 
the bids are submitted is a condition for bidding. 

9. In order to prove the intern to purchase, bidders must, before the bid submission 
dcadBne, remit or tranter HUF 50,000,000 (that is, fifty million forints) to the MSB 
account opened by APV Rx. for the purpose of receiving earnest money. This account 
is specified in the detailed invitation to bid. The Caller will handle this money in 
accordance with the regulations governing earnest money. 

10. The Caller will make the final decision once the bids have been evaluated. In com- 
pliance with the provisions of the P ri v aiira i ion Act, the Caller retains the right to 
declare the tender unsuccessful in extraordinary cases. 

1 1. The detailed information package prepared by the Company, which contains eco- 
nomic infor mation that is Important in terms of the bidding, and the detailed invita- 
tion to bid constitute inalienable parts of the present invitation to Wd. Purchase of the 
detailed bidding material, which includes the detailed invitation to bid, for HUF 
100.000 phis VAT is a prerequisite for making a bkL A coaBdentialiry statement must 
be signed in order to purchase tbe detailed biddtqg material Bidders On consortiums, 
one of tbe members) must purchase the bidding 
either in person or by proxy. Tbe CaDer will issue a 

Proxies are obBgcd to prove tbe legitimacy and 
rtzed documents or private documents with full.; 
will be inspected by the Customer Service < 
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COMPAGNIE FINANCIERS DE PARIS AS 


• incorporated with Smiled Gabflity as a 
soditi tmonyme it £rtdoire et canttH de surveillance 
under the laws of France 
Share capital: FRF 8359-556J50 
Registered office: 5, rue d'Anlin, 75002 Paris 
Regis te red fo Paris: B542055 157 


Notice of 2nd meeting to holders of 
FRF A0M4MMUMO 6 per cent. Notes due 2001 (the -Note*) 


At Ibe Kqnirad qm for Ac amring hcM on 2Mi April IMS woi not ofcuhard 
notice b bmby dm snathcr Cratial Median U* notrUoMm Ibr jfcne 
mo fion trf max k tmwU by C— purir FbwcUn fc rarita* In IB* affkn of 
I f hAn, 3, m d'Antte. TSOU Part on Dli May. IWI u 10_W an |hrt 
tbnc) far Unpwipe*? of cmafdcrfeiBfht Iblknriag agenda: 


■ Undan Report 


• Addict Id UK dectaian of iBc geoml meeting if Compaptfr Foonrinr dr PtarBni' 
■borcboUcn. apiniwal oT die »ojff of Co mp affa r I’kancUre dr rartboa and 
Hmqnc ftrBw, wftfa Co w p agitr Ftaancifn? de faritnw bring ataarbnL md 
Ha ^ M laioaB^it d M i i l u SCi nii i iuti BaaartwhiltB. 


■ FDingaf Or i 


I » lb* GtMenl Mectfew. 


All note h older* are catbird to panklpalr fa, *r be itpmnltd at ifa General 
Meeting. However, fa order » be able to attend tbe Meeting, a noteholder maj 
dqiodl Ua NoM "lib Ibe Ftaenl Agent «r whh a fayiag Agntf at ka verified office* 
act out below, or anefa Nous nay be hcM, fa the l atMwrta c of Ibe Flacal Agent nr 
aatb Paying AgesL ta to wfcr by Cldri Bank ar Enrodnr. tor the pnrpaae of 
obtaining a anting ccrtific a ta, ap p oin tin g prate* at gi*fag voting fannaafana fa 
respect of the Gaien! Meeting nnta 48 bean before lb* tbnr Hud for the Meeting, 
bntnot thereafter. 


Tkical Agent and Principal Paying Agcnc 

BanqnB Paribo* L ug c mbuui f . |#A baal wa i d Royal. Lr2H3 Laumbeirg 
ragtag Agent*: 

Ba nqaa AHto3,na d’Antfa. 7JU2 Parla 


Morgan Trwt Guaranty Company ef New York, London Office 
tt Victoria Enbmfcmntt, London EC4Y UP 


Morgan Treat Guaranty Company of New York, Sruateb office 
35 none del Ana. B-1040 Bmaill 


fbeadepfata6,CtMNMZAricb 
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To our 

Shareholders 
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Annual 

Press Conference 


on 29th April. 1598 
in Frankfurt 


At 10:30 a.m.l.t. 
the Annual Report 1997 
- german version - will be 
available on the web: 


http^/wv/w.lufthansa.com 
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Noticfl of Hi* Annual General Meeting of Sharahokbrs of 

EUROPEAN CITY ESTATES N.V. 
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Woolworth to n ~ l ~ :i *■ — 


sell New York 
skyscraper 




Retail tycoon joins Mexico telecoms fray 

Ricardo Salinas. Pliego aims to operate fixed wireless telephony, writes Leslie Crawford 


By (Octant Tontidos 
In Maw York 

Woolworth, the US retailer, 
yesterday announced that it 
was severing its last link 
with its 119-year history by 
selling the famous New York 
skyscraper that bears its 
name. 

The move follows its 
announcement thfo month 
that it was changing its 
name to Venator on June 12, 
reflecting its transformation 
from a chain of five-and- 
dime stores to a specialist 
retailer of sneakers. 

The Woolworth Building, 
at 233 Broadway in down- 
town Manhattan's financial 
district, is widely regarded 
as an architectural master- 
piece. At 792ft, it was the 
world's tallest building until 
the Chrysler building was 
completed in 1930. 

Frank Winfield Wool- 
worth, who founded the 
Woolworth company In 1879, 
commissioned the building 
in 1910 to be the headquar- 
ters of his growing world- 
wide retailing empire. It was 
completed three years later 
at a cost of Ham. 

The building was quickly 
dubbed a "cathedral to com- 
merce" because of its Gothic 
style. Designed by architect 
Cass Gilbert, it features 
arches, spires, flying but- 
tresses and gargoyles. Its 
street-level lobby is a grand 
arcade with vaulted mosaic 
ceilings and sculpted reliefs. 

Woolworth closed its last 


general merchandise store in 
the US last year ««d cow 
sells mainly athletic wear 
through its Foot Locker, 
Champs Sports and other 
chains. It now occupies only 
half the 60-storey Woolworth 
Building with 860 employees. 

The company said it had 
retained JJ*. Morgan Securi- 
ties and Georget ow n as its 
financial and real estate 
advisers over the sale. No 
price has been set • 

Although the building is 
widely admired for its 
design, its price is unlikely 
to be spectacular. Old ntt r* 
buildings are unsuited to 
modem needs, and down- 
town Manhattan is out of 
fhvour as an office location 
because tenants want to be 
in the mid-town area, where 
transport links are better. 

The highest price recently 
paid far a downtown Man- 
hattan office building was 
$180 a sq ft for 140 Broad- 
way. If that price were paid 
for the Woolworth Building's 
900,000 sq ft, the building 
would fetch ftezm. 

Woolworth would not say 
whether it expected to keep 
its headquarters in New 
York City if the building 
were sold. If it did not. it 
would join a long list of com- 
panies to have quit the dty 
for cheaper locations in New 
Jersey. Connecticut or fur- 
ther gfleH 

Hie proposed sale is the 
latest in a string of trans- 
actions involving high- 
profile office buildings. 


Sale proceeds 
push PepsiCo 
earnings ahead 


By ftichard Tomkins 
fn New York 

PepsiCo, the US soft drink 
and snacks group, barely 
increased operating profits 
in the first quarter, but a 
$4.5bn cash injection from 
the spin-off of its restaurants 
business helped push earn- 
ings ahead. 

After a sharp fall in the 
interest charge, net profits 
from continuing operations 
rose by 19 per cent from 
$318m to $377m, and diluted 
earnings per share rose from 
20 cents to 24 cents, slightly 
ahead of the expected 23 
cents. 

As in previous quarters, 
the company's underlying 
performance was dragged 
down by losses from its soft 
drinks operations outside 
the US. which have been 
struggling to compete with 
Coca-Cola's fast-expanding 
sales. 

Operating losses from 
international beverages were 
reduced from $27m to $18m, 
while operating profits from 
US beverages were 
unchanged at $258m, leaving 
the division’s overall operat- 
ing profits 4 per cent ahead 
at 1240m. 

Worldwide soft drinks vol- 


ume increased by 4 per cent, 
less tb ar> tintf thp 9 per cent' 
increase reported by Coca- 
Cola. 

In snacks, international 
profits, hit by the strong dol- 
lar and a potato crop short- 
fall in the UK, declined by 23 
per cent to $76m, while US 
profits advanced by 9 per 
cent to $30&n. 

Overall, the division’s 
operating profits rose 1 per 
cent to S384m. 

Net pro fi ts were given a 
big boost by a fell in the 
interest charge that followed 
PepsiCo’s decision to ask 
Tricon Global Restaurants to 
pay it a special dividend of 
$4.5bn when Tricon was 
spud off last October. Tricon 
comprises the Pizza Hut, 
Taco Bell and KFC fast food 
businesses. 

Roger Enrico, cha i rman 
and chief executive, said 
PepsiCo was on track for a 
"solid" 1998. The company 
was still in the process of 
transition, he said, but he 
was pleased by its progress. 

The international beverage 
business was continuing to 
restr u ct u re its bottling net- 
work and had begun to reap 
the benefits of last year's 
restructuring efforts with 
accelerating volume growth. 


US companies 
‘slow sale of 
subsidiaries’ 


By HRaa Lewis la M York 

wm’iwit t 

Th* sale of subsidiaries by 
companies is slowing 
down, reflecting “a maturity 
tn^xaparaie clarity theme" 
ml ''Wall street which in 
recant years has pushed US 
corporations to divest non- 
operations, according to 
a VBQoct by J. P. Morgan, the 
hmatment bonk. 

. . fo the first quarter of this 
- Year the volume of the sale 
of 'euhahUaries was down 30 
P« cant on last year’s first 
quarter, said Rick Escherich, 
head of J. p. Morgan’s analy- 
sis policy group, which pre- 
pared the report. 

He said that while the 
number of subsidiaries sold 
remained steady, the aver- 
age size of the sales had 
Men. ’ 

'n*. lower volume of «ub* 
stittuy sales has pushed 
thalr Peroaniage oT the US 
toergers and acquisitions 
market to an all-time low of 
» Per cant 

This, csotaiw with more 
tiro a pw cent during the 
lato 1980b ami over 40 per 


cent during the early 1990s. 
when subsidiary sales were 
“the life blood of the M&A 
market." the report said. 

This decline is said to 
reflect a maturity in the 
corporate clarity theme 
which has seen Wall Street 
analysts and investors 
encourage US corporations 
to focus on areas of expertise 
and divest non-core 
operations to maximise then- 
value. 

J. P. Morgan sakl that over 
the past five years, many of 
the obvious break-ups of 
conglomerates had taken 
place. In recent months this 
has resulted in fewer large 
divestitures but more 
smaller sales as firms "con- 
tinue to fine-tune their busi- 


“While some companies in 
diverse lines of business 
remain, there is less pres- 
sure on these companies to 

shat, since most have shown 
the rare ability to s uccess- 
fully manage this diversity 
and produce superior 
returns for shareholders, 
add Mr Escherich. 



i masterpiece: the Wootworth BuOcSng was 
to commer c e ’ because of its Gothic style 


A fter leading a successful 
assault on Televisa’s 
media monopoly and 
developing one of the largest 
retail networks In Mexico, 
Ricardo Salinas Pliego, 
owner of TV Azteca and 
Elektra stores. Is preparing 
to do battle with the coun- 
try’s telecommunications 
giants. 

Mr Raij-nwg and 11 other 
bidders are taking part in 
the first government auction 
to be conducted in 
cyberspace. For the past five 
months, participants have 
tvwi pinning daily bids cm 
the Transport and 
Communication Ministry’s 
website for concessions to 
operate fixed wireless 
telephony. 

So for, Mr RaTiring hid 

$300m for nine concessions 
that would allow Mm to 
establish a nationwide local 
telephony network using 
PCS (Personal Commun- 
ications Services), 
technology which allows 
voice and data transmission 
over the airwaves. 

. pcs is cheaper, clearer 
and faster than di gital 
technology, and because it 
dispenses with phrmo fines 
altogether, it promises to be 
the first serious rival to the 
de facto local telephony 


monopoly held by Telmex. 

So far. the 12 participants 
in the internet auction have 
bid a total of nearly Slbn 
for the new spectrum 
licenses, while they 
continue to raise the stakes, 
the cost of the concessions 
will keep rising. 


Azteca last August, he plans 
to invest $lbn over the next 
five years in fixed wireless 
telephony. He says he will 
market the telephones, 
which wiB cost $50, through 
his 600 Elektra stores. The 
radio signal towers will be 
built on top of Ins stores. 


*We do not see ourselves as a rival 
to Telmex,’ says Mr Salinas. ‘But 
Telmex has installed only 9m lines 
in a nation of 92m people, so there 
is a huge unsatisfied demand out 
there.' 


“This auctioning system is 
both very, very good and 
very, very bad," says Mr 
Safinas. “It Is good because 
it is the most transparent 
way to allocate concessions 
and it maximises 
govemmmt revenues. But it 
is bad for us because it has 
tnrned . out to be so 
expensive." 

The entry costs, however, 
have not dampened Mr 
Salinas’ MVtmBfaimi Flush 
with cash after the 
successful flotation of TV 


ntid thp billing wfU also be 
handled by Elektra, which 
sells white goods on credit to 
low-income families 

“Our sales network and 
expertise in debt collection 
will give ns a head start in 
fixed wireless telephony," 
Mr Salinas says. Has target is 
to sign up i.5m clients 
within five years. 

"We do not see ourselves 
as a rival to Telmex.” he 
says. "But Telmex has 
installed only 9m lines in a 
nation of 92m people, so 


there is a huge unsatisfied 
demand out there." 

To finance the venture. 
Bear Stearns, the US 
investment bank, is placing 
20 per cent of Mr Safinas' 
new telecommunications 
company. SPC, among 
private Investors, which is 
expected to raise 
$i50m-$180m. A high-yield 
bond will raise another 
8180m. 

“Hus should be sufficient 
to pay for the concession, 
and we have contracted 
supplier finance for the 
remaining investments as 
they are incurred," Mr 
fiaUnws says. 

L ater this year. Mr 
Salinas plans to create a 

new hnlfHng company to 

amalgamate his family's 
controlling interests 
in Elektra, TV Aztecs 
and Biper, a radio-paging 
service. 

He will also throw in his 
new telecommunications 
venture as a bonus. The 
holding company will be 
called Salsa (“for hot and 
exciting," the 42-year-old 
billionaire explains). 

Mr Salinas plans to float 
Salsa on the New York and 
Mexico City stock exchanges 
before the end of 1968. 
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Global Reach In-Depth Capabilities Local Insight Industry Expertise 


Federal-Mogul 


To meet industry consolidation trends, autoparts company // 

Federal-Mogul was seeking io rapidly expand, develop its 
product mix and increase its distribution network. We advised oa 
thariecommeoded cash offer for UK rival T&N, a US$3 billion transaction that 
resulted in expanded global reach, scale and enhanced systems capabilities. 


GaUaher Group 

Gallaher was demerged from its parent company, 
American. Brands, at a total value of £2.9 billion. We 
acted as financial adviser, sponsor and joint stockbroker 
to Gallaher on its demeiger and its listing on the London 
and New York stock exchanges. 



Munich Re 

To meet Munich Re’s goal of improving the competitive 
position of its ifeect insurance activities, we advised the 
reinsurer in a DM 15 billion merger of equals, creating 
ERGO, the second-largest German direct insurer We enabled Munich Re, die 
largest stakeholder, to improve the visibility of a large part of its assets. Shares 
of both ERGO and Munich Re have since outperformed the market 

VNU 

The competitive bids for ITT of tire US created an 
opportunity for VNU to acquire ITT World 
Directories, a leading publisher of telephone 
directories. We advised VNU oa its successful 
negotiations with Starwood Capital to acquire the business for 52.1 billion. 



Suez 

Suez Lyonnaise was formed through the merger of Suez 
and Lyonnaise des Eaux, creating one of the world’s 
leading private infrastructure services companies 
focused on energy^ water, communications ami waste services. We acted as 
financial adviser to Suez, utilising our extensive industry experience and 
knowledge of the French M&A environment. 

Worms & Cie 

Artemis’ unsolicited bid for Worms was topped by the . ;t| • 

Someal/AGF counter offer, which better reflected . 

Worms* value creation potential and facilitated the Jf 

development of its prized Athena insurance business. We acted as sole 
financial adviser to Worms in the defence, leveraging our industry expertise 
and our knowledge of the Bench M&A environment 
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BANKING IMMINENT DEPARTURE OF PHILIPPE PONTET AFTER TAKEOVER ANNOUNCED DESPITE EARLIER INDICATIONS HE WOULD STAY 


Credit Mutuel ousts chairman of CIC 


NEWS DIGEST 


BANKING 




By Andrew Jack in Park 


Credit Mutuel. the French 
mutual bank, flexed its mus- 
cles yesterday by announc- 
ing the imminent departure 
of the head of CIC. the 
regional banking network it 
formally acquired on Mon- 
day. 

Philippe Pontet the chair- 
man of CIC since late 1996, 
who helped to steer the bank 
successfully to privatisation, 
is set to leave his post by the 


end of July, once new stat- 
utes have been put in place. 

The abrupt departure - 
which shocked many close 
to the bank - was 
announced on the day after 
Credit Mutuel paid 
FFrl3J3bn (£L2bn) to acquire 
two-thirds control, as agreed 
last week with the French 
government 

Shortly before a board 
meeting yesterday, Credit 
Mutuel informed Mr Pontet 
and GAN, the state-owned 


insurer which retains a 
minority stake in CIC, of the 
decision to appoint its own 
fthfltnwm flwd chief execu- 
tive at CIC. It had previously 
indicated Mr Pontet would 
stay in charge. 

CIC said in a statement 
that Etienne Pfimlin, chair- 
man of Credit Mutuel. would 
become head of the supervi- 
sory board of the Union 
Europ£ene de CIC, the hold- 
ing company, and Michel 
Lucas, its managing direc- 


tor, would become head of 
(He’s executive board. 

Credit Mutuel stressed 
that the two-tier board struc- 
ture it planned to create at 
CIC was identical to manage- 
ment policy at all its subsid- 
iaries. It said GAN would 
retain seats on the new 
supervisory board. 

The move appeared to 
some as a first step in cen- 
tralising the control of 
Credit Mutuel over CIC, in 
spite of its assurances 


Deutsche Telekom rises 9% 


By Frederick Stikfemarai 
fa Bom 


Deutsche Telekom, the 
partly privatised German 
telecommunications group, 
yesterday posted first-quar- 
ter results ahead of market 
expectations, in spite of 
intensifying competition in 
its home market 

Outside Germany, the per- 
formance was less impres- 
sive as the company con- 
firmed It had increased 1997 
provisions for the effects of 
the Asian financial crisis to 
DM900m ($5 03ml from 
DM750m. It also announced 
an additional, uns pecified, 
charge for the first quarter 
of this year. 

The company, which has 
been grappling with the full 
liberalisation of Europe's 
biggest telecoms market 
since January 1, said sales 
increased 6.1 per cent to 
DM17.3tm and pre-tax profits 


by 9 per cent to DM2.4bn. 

The news was welcomed 
by the Frankfurt stock mar- 
ket where Deutsche Telekom 
shares rose DM1.05 to DM43. 

Victoria Grainger, analyst 
at Merrill Lynch in London, 
said- “The key thing is to 
cover the dividend this year 
and the first-quarter results 
suggest they can do this." 
Deutsche Telekom said It 
still proposed a 1997 divi- 
dend of DML20 a share, dou- 
ble the 1996 payout. 

However, Ron Sommer, 
chairman, warned against 
too much analysis of the 
first-quarter figures. He said 
ongoing tussles with the 
German regulators and the 
full effects of competition 
could significantly affect the 
full-year result 

Detlev BuchaL director of 
distribution, said Deutsche 

Telekom believed it had lost 
about 2 per cent of sales to 
new competitors. 


The battle with regulators 
over interconnection agree- 
ments - the amount paid by 
competitors to switch their 
new customers into the 
Deutsche Telekom network 
- and foes for Deutsche Tele- 
kom’s loss-making cable tele- 
vision network continue to 
hold back the company. 

The company has taken 
the regulatory authority to 
court in a move to overturn 
a ruling that it charge lower 
prices to competitors using 
its network. A ruling on the 
fees it can charge for its 
cable network is expected In 
the next few days. 

Evan Miller, European 
telecoms analyst at CSFB in 
London, said that while the 
market had been surprised 
by the tough stance adopted 
by the regulators, there was 
hope that the negative 
impact on the company 
would “at some point dimin- 
ish in terms of prominence'’. 


Commerzbank may take Banco 
stake in Korean bank w^ der 


By Andrew Rsber m Frankfort 
and Jobn Barton to Seoul 


Commerzbank of Germany 

has held talks about taking a 
minority stake in Korea 
Exchange B ank , the coun- 
try's biggest In terms of 
assets, for about DM500m 

($279m). 

The deal would make Com- 
merzbank the first foreign 
bank to take a significant 
stake in a Korean commer- 
cial hank. 

The German bank, which 
held a board meeting yester- 
day, would not comment on 
the talks. 

JOrgen Lemmer, a direc- 
tor, visited Korea last week. 
Commerzbank owns a 24 per 
cent stake in Korea Interna- 
tional Merchant Bank, in 


which its partner is KEB 
with 41 per cent 

Martin Kohlhaussen. Com- 
merzbank chairman, said: 
“Korea Exchange Bank is a 
bank of high reputation.” 
However, he noted that 
while South Korea was 
worth keeping a close eye 
on, “Korea is - like a num- 
ber of Asian countries - not 
in very good shape. 

“You have to do your 
homework properly," he 
said, although he added that 
further comment would be 
“premature". 

The German and Korean 
banks were “long-standing 
friends", he said. 

In Seoul, analysts said a 
possible DMfiOOm capital 
injection by Commerzbank 
into KEB. in which the gov- 


ernment owns nearly half 
the shares, would give it a 
st ake o f up to 20 per cent 

KEB needs new capital to 
meet the Bank of Interna- 
tional Settlements' capital 
equity ratio of 8 per cent by 
June or face merger or clo- 
sure under the terms of the 
International Monetary 
Fund’s $5&5bn rescue pack- 
a ge for the country. 

KEB, once one of Korea's 
healthier banks, reported a 
loss last year because of 
heavy lending exposure to 
several failed conglomerates. 
Y. C. Mok, banking analyst 
for ING Barings in Seoul, 
estimated that KEB’s non- 
performing loans of longer 
than three months 
amounted to nearly 20 per 
cent of total lending. 


Spanish 

record 


By Tom Bams in Madrid 


Kvaemer ASA 

NOTICE OF GENERAL MEETING 


The Annual General Meeting of Kvaemer ASA will be held aft 1400 on Friday May 
15, 1998 in the offices of Kvaemer ASA, Prof. Kohts vei 15, Lysaker, Baarom. 
Voting slips will be handed out at the place of the Meeting between 1300 and 
1400 on the day of the Meeting. 


The Agenda win be as fbHows: 


Report by the Qroqp President 


Adoption of tbs prolt and loss aceownt for 1997 and the balance sheet 
at 31st December 1997 for Kramer ASA and the Group. 


Alocatkxi of the result after taxes In accords 
ml lose a ccoou t and dfartr lbatl on of dhrtdond 


wnn mo agopioii prone 


The Board proposes a efivkiend of NOK 7.00 per share fra' 1997, to be 
paid on June 3, 1998 to the shareholders of the Company at the of 
the Annual General Meettog accortitog to the Norwegian Registry of 
Securities. 


Proposal to authorise Hie Board to 
NOK 37,500,000 


Increase the share cap it al by opto 


It is proposed that the Board be authorised to Increase the share capital 
by Up to NOK 37,500,000 comprising up to 3,000,000 shares, each with 
a par value of NOK 12.50. This authority Is to be exercised in connection 
with any full or partial acquisition of, or merger with, other businesses and 
thus comprises a capital Increase for a consideration other than money. 
The authority of the Board applies to both classes of shares in issue and 
includes the allotment of the new shares within these classes of shoes 
and determination of the subscription price. The shareholders waive their 
right of preemption according to section 4-2 of the Norwegian Joint Stock 
Companies Act The authority is valid until the Annual General Meeting In 
1999 and Includes the right to amend article 3 of the Articles of 
Association. 


Approval of the roomenUon of the AsdHor 


The Annual Report containing the report of the Board erf Directors raid the report of 
the Auditor and the Articles of Association are enclosed hereto. The Annual Report 
and this Notice are also available at the offices of Kvaemer ASA, Prof. Kohts vei 
15, Lysaker, Baanirn. Shareholders may call + 47 67 51 30 00 to obtain copies. 


Shareholders wishing to attend the Annual General Meeting, either in person or by 
proxy, must give notice of this by forwarding the enclosed Notice of Attendance to 
Kvaemer ASA, c/o Den norske Bank ASA Vercfipapirservlce, P.O. Box 1171 
Sentrum, N-0107 Oslo. The Notice must be received no later than Monday May 11, 
1998. Shareholders may, if they wish, appoint either Christian BgeKand, Chairman 
of the Board of Directors or Erik Tanseth, Group President, to act on their behalf at 
the Meeting. 


April 21, 1998 
The Board of Directors 
of KvaamerASA 


Banco Santander yesterday 
announced a ' record first- 
quarter net profit for a Span- 
ish bank, with earnings up 
31 per cent year-on-year, 
driven by a strong perfor- 
mance in Latin America. 

Attributable net income 
rose to Pta32.4bn (S2l3m) fol- 
lowing completion of San- 
tander’s outright acquisition 
of its subsidiary Banco 
Espaflol de CrO elite (Ban- 
esto). The share exchange 
offer lifted the group’s share- 
holder base from 220,000 to 
450,000 and nearly doubled 
its December market capital- 
isation of Pta2,400bn to 
Pta4j500bn. 

The first-quarter figure 
reflected the incorporation 
over the past 12 months of 
new banking assets in Bra- 
zil, Colombia and Mexico 
that have consolidated San- 
tander’s position as the big- 
gest banking franchise in 
I .a tin America. 

The group said, earnings 
later this year would be 
boosted by the impact of fur- 
ther acquisitions in Brazil as 
well as by improved effi- 
ciency ratios and lower costs 
resulting from the Banesto 
takeover. 

The group has pledged to 
reduce costs by Ptal25bn 
over the next three years 
and to achieve an efficiency 
ratio of 55 per cent. 

The effici en c y ratio, which 
measures transformation 

COStS against the oper a ting j 

margin, stood at 61.9 per 
cent, down quarter-on-quar- 
ter from 63.1 per cent and 
from 66.4 per cent year-on- 
year. 

The group plans to j 
multiply cost savings 
annually to 2001, through 
branch closures where 
Santander and Banesto 
offices overlap, and through 
systems and technology 
integration and the 
reduction of common logistic 
overheads. 

Annual savings will be 
Ptal4hn this year, growing 
to Pta45bn in 200L 

The surge in profits under- 
lined the increasing contri- 
bution of recurring income 
from the group’s retail bank- 
ing business - 

A 43 per cent rise in San- 
tander’s net interest income 
to Ptal67.6bn, and a 68 per 
cent increase in profits from 
fee commissions to 
Pta789bn. comfortably offset 
higher personnel and admin- 
istrative expenses generated 
by acquisitions in Latin 
America. 

Operating income rase by 
40.4 per cent to Pta84-7hn. 

A key feature of the 
group's retail banking earn- 
ings was that profits from 
the Latin American net- 
works accounted for 
PtaSTBbn, or 44.7 per cent, of 
the operating income total 



throughout the privatisation 
process that it would respect 
the separate identity of the 
bank, once acquired. 

However. Credit Mutuel 
was at pains yesterday even- 
ing to stress that it would 
respect a separate identity 
for CIC. It said Mr Pfimlin's 
appointment reflected the 
need to have “a single strate- 
gic control" and to ensure 

rapid organisational reform. 

GAN, CIC and the minis- 
try of finance all moved rap- 


idly yesterday to play down 
any controversy, and to 
praise Mr Pontet for his 
work. He was appointed in 
late 1996 after the govern- 
ment forced Bernard Yon- 
court, his predecessor, to 
resign when he criticised 
ladders fra 1 CIC in a previous 
privatisation attempt. 

Two other managing direc- 
tors of CIC - Philippe 
Dumas and Jean-Jacqnes 
Tamburini - were confirmed 
in their existing jobs. 


SE-Banken aided by rise 
in net commission income 


Start-up costs at Global 
One. the joint venture with 
France Telecom and Sprint 
of the US, cost the German 
group DM390m. 

Other loss-makers were 
the cable network, which is 
DMlbn in the red, and the 
equipment provision busi- 
ness. where lasses ran to 
DMSOOzn. 

Sales in 1997 rose 7 per 
cent to DM67. 6bn. Operating 
profits climbed 82 per cent 
to DM72hn. while post- tax 
profits were DM33bn. up 90 
per cent 

The company said it had 
reduced its debt burden, 
another market concern, by 
12 per cent to DM879bn. 

Joachim Krtiske, chief 
financial officer, said the 
company planned a bond 
issue of up to DM2bn in 
what will be the biggest 
fundraising of its type with- 
out the backing of the 
government. 




Skandinavfska EnskBda Banken. ttw Swedfeh bank, y««^4y 
reported 4 per cant growth in preliminary first-quar^ op*®- 
ing proto. Pro forma pre-tax profits. Including the SKr16.Sbn 
($2.1 8bn) acquisition of Sweden’s Trygg-Hansa ******* 
group last October, advanced from SKi2,3bn to SKr2.4 bn. 

The increase, driven by a strong rise in net commission^ 
Income and profit* from financial transactions, masked 
per cent deterioration In net Interest inco me from SKn.88on 
to SKri.7bn, reflecting a narrowing of the margin between 
lending and deposits. 

Lar&Thunefl, SE-Banken chief executive, said the 
tfon of Trygg into the bank was on schedule. He saidSE- 
Banken, which In December was forced to Issue a profitt 
warning because of spiralling costs from the Trygg purchase, 

had succeeded in reducing tin rate of cost growth. 

Expenses rose from SKr3.15bn to SKi3.3bn, outpacing a 
more modest Increase In operating income, which Increased 
from SKr5.6bn to SKr5.B6bn. Credit losses more than dou- 
bled, from SKr55m to SKrii 9m, but from a low base. Return 
on equity was 23.9 per cent, against 12.7 per cent Reported 
earnin g s per share rose from SKr2.38 excluding Trygg to 
SKI2.92. Total profits, Including changes in s raplus value s In 
life insurance operations and interest-bearing Investm ent 
assets, climbed from SKr2.3bn to SKr2.7bn on a pro forma 
basis. SE-Banksn's most-traded A shares finned SKr3 to 
SKr130. Greg Mdvor, Stockholm 


ENERGY 



Endesa helped by cost-cutting 


Ron Sommer: warns competition couM affect fuR-year result Reuters 


Endesa, the partly privatised Spanish energy group, said last 
night net profits for the first quarter rose &2 per cent to 
Pta40.47bn ($3,761x1). The result came on sales down from 
Pta300.70bn to Pta290.42bn and was attributed to cost- 
cutting and the withdrawal from nor -strategic businesses. 

The profit growth was slightly better than expected - ana- 
lysts had forecast a rate closer to 2.5 per cent "This result 
shows Endesa’s capacity to face up to the Kberaltsabon of the 
[Spanish elactrldtyjl market, which began on January 1.” It 
said. 

Although the results were released after the dose of toe 
Madrid Boisa, the shares shot up about 5 per cent in the last 
minutes of trading to Pta3,740. AP-DJ, Madrid 


Norway’s banks 
squeezed by 
stiff competition 


PHARMACEUTICALS 


Gedeon Richter advances 26% 


By Greg Mdvor in Stockbobn 


Three of Norway's largest 
banks yesterday reported 
lower first-quarter pre-tax 
-profits as stiff" competition 
eroded margins. 

Den norske Bank, the 
country’s largest financial 
institution, saw pre-tax 
profits decline from 
NKr626m to NKr622m 
($83 .5m), below market 
expectations. 

Net interest income Fell 
marginally, from NKrLOabn 
to NKrlJMbn. Finn Hvisten- 
dahl, DnB chief executive, 
said margins remained 
under pressure and would be 
“closely monitored’’ in com- 
ing months. 

DnB’s operating costs rose 
from NKrL13bn to NKL27bn, 
including a NKr45m 
restructuring charge. 

Pre-tax profits at Christi- 
ania Bank, Norway's second 
largest, slipped from 
NKrfl92m to NKrSXkn. 

Net interest income rose 
from NKr884m to NKr941m, 
but Christiania said the mar- 
gin between loans and 
deposits had weakened. 

Profits were hit by a sharp 
fall in income from foreign 


exchange and derivatives 
trading and by higher oper- 
ating costs, up from 
NKi803m to NKr386m. 

Christiania said It would 
increase interest rates in 
parts of the corporate and 
retail lending markets dur- 
ing the second quarter to 
ease margin pressure. 

Lending growth had 
slowed as expected from last 
year, Christiania said. Net 
loans increased by 3.1 per 
cent from NKrlolbn to 
NKrl56bn. 

Fokus Bank, based in 
Trondheim, posted a drop in 
pre-tax profits from 
NKrl£L5bn to NKrl56.9bn. 

Net interest income 
advanced from NKi236.7bn 
to NKr255.6bn, but the 
increase was offset by lower 
income from securities, com- 
missions and trading activi- 
ties and by a jump in operat- 
ing costs from NKr207.3bn to 
NKi2359bn. , 

• TVO-Neste, the holding 
company set up as the first 
stage in the merges- of the 
Finnish oil. energy and 
chemicals groups, said yes- 
terday each .Neste share 
would be worth FM17B in the 
final equity exchange. 


Gedeon Richter, the Hungarian pharmaceutical company, yes- 
terday reported a 26 per cent rise in first-quarter net profits, 
to Ft&3bn ($30m). Sales, at FM6.6bn, were 30 per cent 
ahead, supported by strong exports which rose 43 per cent to 
Ft3.6bn. The CIS was the leading export destination, with 
sales to the region up 57 per cant to Ft2.2bn. However, 
domestic sales rose only 6.3 per cent to R286m, a 12 per 
cent decline to dollar terms. 

In spite of the increased profit figures, Richter shares lost 5 
per cent to dose at R23.200 on a bearish Budapest bourse 
yesterday, when the BUX 'index dosed down 2.5 per cent 
Kester Eddy, Budapest 


EGYPT 


Saudi prince buys IEC stake 


Prince al-Waleed Bln Talal, the Saudi Arabian financier, is to 
buy a large stake to Egypt's leading private sector electronics 
manufacturer. The Investment is a further move towards 
extending his already substantial Egyptian portfolio into Indus- 
trial enterprises. Prince al-Waleed. whose main holdings 
indude 8.3 per cent of Citicorp and 25 per cent of the Four 
Seasons hotel group, will buy a large stake in the Cairo-based 
International Electronics Company. The company, whose 
shares are being offered to finance a capital increase to allow 
expansion and debt payment made a S14m profit in 1997. 
Mark Huband, Cairo 


INVESTMENT BANKING 


Simonian joins Morgan Stanley 


Ralr Simonian, a well-known Russian oil executive, has been 
appointed head of the Morgan Stanley's Russian operations, 
the Investment bank announced yesterday. Mr Simonian was 
previously the vice-president of Rosneft the biggest Russian 
oil company yet to be privatised and subject this year of a 
fierce battle between the country's most powerful tycoons. 
Chrystta Freeland, Moscow 


New Member 


From 22th April, Erik Penser FondkomimssionAB 
will act as a member of the 


Helsinki Stock Exchange 


EP 


Erik Penser 


FONDKOMMISSION 


Telephone: +46.8.463 80 00. Fax: +46 fl 61 1 27 05. 
P.O. Box 7405 ,5E- 103 91 Stockholm. 
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Euro 235 , 000,000 



CELLULAR 
COMMUNICATIONS 
INTERNATIONAL, Inc. 


Cellular Communications 
International, Inc. 

9.50% Senior Discount Notes Due 2005 


These securities have not been registered under tbe Securities Act of 1933 and may not be offered or sotd in the United 
States or to U.S. persons absent registration or an applicable exemption from the registration requirements. 

These securities having been previously sold, this announcement appears as a matter of record only. 
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The undersigned pmatefy placed these securities with qualified institutional buyers pursuant to Rule 144A 
and outside the United States in reliance on Regulation S under the Securities Act of 1933. 


Donaldson, Lufkin & Jenrette Wasserstein Perella Securities, Inc 

Securities Corporation 


TTie undersigned privately placed these securities with qualified institutional buyers pursuant to Rule 144 A 
and outside the United States in reliance on Regulation S under the Securities Act of 1933. 
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Morgan Stanley Dean Witter 
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Fresenius Medical Care Capital Trust II 
TA% USD Trust Preferred Securities 

(liquidation Amount $1,000 per USD Trust Preferred Security) 


Fresenius Medical Care Capital Trust III 
7%% DM Trust Preferred Securities 

(Liquidation Amount DM 1,000 per DM Trust Preferred Security) 


Each Guaranteed to the Extent Set Forth in the Offering Memorandum by 

Fresenius Medical Care AG 

7??e undersigned pnvate/y pfeced these securities with quaMied institutional buyers pursuant to Rule 144A 
and outside toe United States in reSanoe on Regulation Sunder the Securities Act of 1933. 


Joint-Lead Manager 
Bookrunner tortile USD tranche 

Donaldson, Lufkin & Jenrette 

Securities Corporation 

Beai> Steams & Co. Inc 

Chase Securities Inc 


Deutsche Morgan Grenfell 
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COMPANIES & FINANCE: ASIA-PACIFIC 


PHILIPPINES INCREASED FINANCING COSTS HIT EMBATTLED FOOD AND DRINK GROUP 



San Miguel plunges 91% to 103m pesos 


By Justin Marazzi in Manila 


Es calating finflnnjn g - rhar gBS 
and the continued fall-out 
from the Asian crisis rocked 
San Miguel in the first Quar- 
ter, with the Philippine food 
and beverage group’s profits 
plunging 91 per cent to 103m 
pesos (32.6m). 

The disappointing results 
came as Eduardo Cojuangco. 
former rhairman and close 
business associate of the late 
president Ferdinand Marcos, 
sought yesterday to regain 
control of United Coconut 

P lante rs Ranfr . which a rimin- 

isters a 27 per cent seques- 
tered stake in San MigueL 


Analysts said the move was 
intended to regain Mr Cqju- 
angco’s control of the Philip- 
pines’ flagship company. 

San Miguel, which 
recently adopted the corpo- 
rate motto "Managing In 
Tough Times", has been 
severely hit by the regional 
crisis. 

Financing charges douhled 

hum 746m pesos to L-Gbn 
pesos after increased borrow- 
ings and higher interest 
rates, which have risen to as 
much as 30 par cent Cost of 
sales and operating expenses 
increased 21 per cent to 
17.9bn pesos. 

*T think there is a good 


chance, based cm these fig- 
ures, that San Miguel wm 
show an operating or a set 
loss this year, which would 
be unprecedented in recent 
years," said John Masgim, 
director for portfolio man- 
agement at IB Gimenez Secu- 
rities, a local brokerage- 
consolidated net sales rose 
1 per emit to 18.71m pesos, 
which the company said 
indicated that consumption 
of consumer goods, particu- 
larly food and beverages, 
remained buoyant 
Revenues in the core 
domestic beer business 
improved 16 per cent to 
6-64bn pesos, with operating 


inmmn surging 85 per cent 
toLMhn pesos. 

The group's B shares 
dosed down 05 peso at 68 
pesos yesterday. 

International beer sales 
fell 14 per cent, reflecting 
slower demand in Indonesia, 
Hong Kong and Vietnam, 
and restructuring in China. 
Operating losses rose 9 per 
emt to 391m pesos. 

While analysts expect 
little short-term improve- 
ment. much interest has 
arisen in moves by Mr Coju- 
angco to reassert influence 
on San Miguel’s hoard. Last 
week, following a favourable 
court ruling, be was allowed 


to vote 20 per cad of the 
group's shar es for the first 
time in seven years ami 
elected three new directors 
to the board of 15. 

San Miguel’s complicated 
ownership structure dates to 
1986, when the Gory Aquino 
administration sequestered 
43 per cent of the group, 
arguing that the shares had 
bear acquired illegally by Mr 
Cojuangco. 

The attempt to regain vot- 
ing rights of a 35 per cent 
stake in UCPB, the bank 
that administers the bulk of 
the remaining sequestered 
shares in Miguel, is seen 
as part of Mr Cojuangco’s 


campaig n to return to San 
Miguel, either to sell part of 
his stake or to resume con- 
trol after national elections 
on May 1L 

Both frontrunners to suc- 
ceed Fidel Ramos as presi- 
dent are expected to be sym- 
pathetic to Mr Cojuangco 
and may appoint govern- 
ment directors to the San 
Miguel board who would 
vote with rather than 
' against bint. 

EsteOto Mendoza, the. law- 
yer representing Mr Coju- 
angco, said he was optimis- 
tic the anti-graft court would 
allow his client to vote 
UCPB shares. 


CTHK unveils 
mainland buy 


By John HkkBng to Haag Kang 


China Telecom (Hong Kong), 
the listed arm of China's 
dominant telecoms operator, 
yesterday announced it 
would pay HK$22.48bn 
(USS2£bn) to acquire one of 
the mainland’s biggest cellu- 
lar networks from Its parent 
company. 

The acquisition of Jiangsu 
Mobile Communication, in 
the eastern province of 
Jiangsu, is one of the biggest 
asset injections by a main- 
land company into a Hong 
Kong-listed subsidiary- It 
comes only a few days after 
a standstill agreement on 
acquisitions made when 
China Telecom listed six 
months ago. 

"It shows that the compa- 
ny's managgrapnt is highly 

focused on executing out 
strategy of acquiring high- 
quality cellular assets," said 
Shi Cui-ming, chairman. 
"'“Jiangsu is a highly attrac- 
uve market with J rdativdy 
' high economic development 
but a low cellular penetra- 
tion rate." 

Shares in China Telecom 
jumped 2 per cent to 
HK$15-35 as the deal was dis- 
closed, while analysts wel- 
' coined the terms of the 
transaction. 

“It will solidly enhance 
C hina Telecom's value and 
is very attractively priced." 
said David Gi bbons , tele- 
coms analyst at HSBC Secu- 
rities Asia. He said interna- 
tional cellular companies 
were valued at about 13 
times forecast earnings 
before interest, tax, depreda- 
tion and amortisation, 
ag ains t a ratio of 7.3 times in 
yesterday's transaction. 

The acquisition of the 
Jiangsu network was also 
seen as a forerunner to fur- 
ther acquisitions as China's 
ministry of information 
industry, the ultimate parent 
of China Telecom, seeks to 
raise international funds to 
finance the development of 


China Telecom 
Share shoe Una fiptfon flSSJ 





the mainland telecoms sec- 
tor. Mr Shi said china Tele- 
com (Hong Kong) was con- 
tinuing to examine 
acquisition opportunities, 
but declined to be drawn an 
the limin g of future deals. 

With yesterday's move, 
China Telecom now has a 
dominant position in China ’s 
three biggest provincial cel- 
lular markets, adding' to its 
existing operations in 
Guangdong and %hejiang . 
“Our market share in Chi- 
na’s cellular market will 
increase from 25 per cent to 
31 per cent," said Mr Shi, 
adding that the total number 
of subscribers would climb 
to 43m- 

At the end of March, 
Jiangsu Mobile had 1.04m 
subscribers, with average 
monthly net additions of 
more than 50,000 this year. 
While net profits are forecast 
to remain flat in 1998, at 
about YnL25bn ($151m), the 
estimate reflects the impact 
of new taxation on connec- 
tion fee revenues and a 
revaluation of fixed assets. 
“Underlying profits growth 
will remain robust,” said one 
analyst 

Financial advisers for the 
deal were Goldman Sachs 
and China Intanatiaual Cap- 
ital Corporation - a Joint 
venture between China Con- 
struction Bazik and Morgan 
Stanley Dean Witter. 


Silver lining seen in clouds over Asia 

Shanghai Petrochemical plans to expand, write James Harding and John Bidding 

Ti 


'he ambition at Shanghai 
Petrochemical in recent 
years has been matched 
(inly by the alirio fn earning s 
performance and the slump 
in the share price. 

With petrochemical prices 
in China at the bottom of a 
cyclical trough and recovery 
in the sector delayed by the 
Aslan financial crisis, the 
company’s forthcoming 
results will do little to sal- 
vage that reputation. 

Lu Yiping, president, is 
expected to announce a 
plunge in 1997 profits when 
he delivers the annual report 
to Hong Kong investors at 

the wwl Of wrantTi. 

Analysts are gloomy. ING 
Barings expects net profits 
to foil to Yn36&n (J44.5m). 
down from YnIXJbn in 1996 
nmi Ynilhn in 1 99 5 Jud g in g 
by a share price that has 
fallen more than 45 per rant 
over the year to close yester- 
day at HK$L03, investors are 
equally iHrfnnainneil 

But difficult times have 
not dulled ambitions. Shang- 
hai Petrochemical plans an 
expansion which will con- 
sume more than Yn20bn in 
fresh ca pital and nearly dou- 
ble capacity in some core 
businesses. 

The investment is 
intended to catapult the 
company from the top divi- 
sion of China ’s petrochemi- 
cals industry into the big 
league of ninltinntlnnal pro- 
ducers. In the process, it will 
raise gearing, may strain 
plans for a $&5hn ethylene 
joint venture with British 
Petroleum and test manage- 
ment’s ability to turn a 
state-owned enterprise into a 
modern, independent busi- 
ness. 

Mr- Lu suggests Shanghai 
Petrochemical has little 
choice: “In order to compete 
internationally, we need to 
map out strategic targets in 
terms of capital pxpenditure. 
The most important thing is 
to increase the scale of 
production.” 

The petrochemicals sector 



Lu Yipfag ertsfa wtt provide ‘great opport u nities' to d evelop production tadEties 1 


is <me of the least protected 

in China, and Shang hai Pet- 
rochemical cannot ignore 
the global trend towards 
consolidation and increased 
capacity if it wants to hold 
its own against foreign 
gro u ps entering its domestic 
market “My objective is to 
focus an vay specific prod- 
ucts in which we have 
stron g experience and man- 
agement expertise . . . and 
increase their market 
share,” Mr Lu says. 

The spending programme 
comes in two parts. As part 
of an internal reorganisa- 
tion. tiie company expects to 
spend. YnlObn by 2001, lifting 
crude 03 processing capacity 
from 5.3m tonnes to 10m 
tonnes and ethylene produc- 
tion from 550,000 tonnes to 
800,000-850,000 tonnes. 

In addition, the group 
plans a 5050 venture with 
BP to build a 650,000-tonne 
ethylene plant at a cost of 
$2£bn. which means Shang- 
hai Petrochemical will have 
to raise another YnlObn to 
foot its half of the bill. 

Mr Lu says there are ques- 
tions over how to raise the 
money far the venture. "Cap- 
ital is a key issue we need to 
discuss with BP. We have 
some options, but it is not 


the right time to discuss 
them now.” 

The Jn-bouse spending pro- 
gramme is Mr Lu’s first pri- 
ority. Some of it will be 
funded through internal 
rash flow and most Of the 
rest through bank borrow- 
ing. The company, whose 
gearing stands at 35 per 
cent, aims to keep the debt- 
asset ratio below 50 per cent . 

Expansion has also come 
through mergers and acqui- 
sitions. Having bought 
Shanghai Jlnyang Acrylic 
Fibre Plant in 1996, the com- 
pany purchased the Zhejiang 
Acrylic Fibre Plant in the 
province neighbouring 
Shanghai last year. 

Mr Lu says the Asian cri- 
sis Is throwing up opportuni- 
ties. “There are now great 
opportunities to develop pro- 
duction facilities overseas. 
For example, in Korea a lot 


of refining capacity has been 
rTrvmd down and there are 
good chances far companies 
to buy these businesses." 

Meanwhile, Asia’s eco- 
nomic turm oil Is denting pet- 
rochemicals prices. Mr Lu 
says prices in China are 
down 15 per emit on the end 
oflast year. "South Korea, in 
particular, has pushed prod- 
uct into the madtrt, but this 
will just he a short-term phe- 
nomenon as it win not be 
able to continue to sen into 
the market at such low 
prices for long.” 

Mr Lu sees other silver lin- 
ings: “The fiwanffiai crisis 
will have an effect on the 
petrochemicals market But 
it also presents opportunities 
for companies to cut produc- 
tion costs and increase the 
competitiveness of their 
products by improving over- 
all 
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BANK OF PHILIPPINE ISLANDS 


First-quarter provisions 
jump more than sevenfold 


Provisioning levels at Bank of foe PhSppmt Wands, a teKftno 

local bank, staged than ®* w * n to u **'•**1'**^®**' 
reflecting the ttoteriorrrttog business efimate brought on by the 

Asian crisis. 

Prcwtetaning jumped from 97m pesos to 731™ P*®* 
Siaeiri). This is also Indicative of BR’i pootton as t ht mos t 
conservatively managed brnik In the crxxitry. said* banking 
analyst at a foreign brokerage. Non-perfonT«^k*ira roe* 

from 2.3 per cant at the and of 1997 to 3 percaniin foe first 
quarter, compared wfth an industry swage of atxxx 8 par 
cent lest year and an estimated 13 per cent for foe ^fuM y eer. 
As a percentage of total loans, provisionteg was 3.4 per cent, 
making BPi the only local tank to have more than 100 per 
cent cover for bad debt, said one analyst 

Net BBRtftgs rasa eHghtiy from 1.45bn pesoeto 1£9bn 
pesos. ABN Amro is forecasting foil-year earnings a* A4bn 
pesos. Interest Income rose from 4 . 62 ton pesos to 
pM Oft as average Interest charges rose from 13.1 percent to 
16.9 per cant Interest rates have doefined recently. On Mon- 
day. they feti to an eight-month low of 14.7 p ercent 

BPPS exposure to consumer loans such as mortgages and 
p y financing would become a concern In the event of tefl-out 
from corporate bankruptcies spiWng Into the general public, 
said one analyst High interest rates have already caused 
strains and taBures In the corporate sector, with property 
companies particularly affected. The difficult cfenate is also 
expected to lead to consolidation in the banking sector. 

Justin Marazzi, Manila 
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BANGKOK BANK 


Japan’s Sakura takes 2% stake 


japan’s Sakura Bank and three Taiwanese co m pa ni es ware 

among the main purchasers of new shares issued by Bang- 
kok Bank, ThaBand’s largest commercial bank, last week. 
Bangkok Bank issued 440m new shares, raising approxi- 
mately Bt4lbn ($1.1 bn) In new capital. In order to shore up a 
balance sheet weakened by Thailand’s financial crisis and 
economic slowdown. It had been actively seeldngmlnority * 
investors wSng to take a stake In the bank without deownd- 
ing managerial control. 

Sakura Bank agreed to buy 30m shares worth about 
Bt2.82bn md wffl end up with Just under 2 per cent of the 
bank. Sakura said it hoped to strengthen financial services 
catering to Japanese companies operating in Thailand by • 
using Bangkok Bank's targe branch network. 

The three Taiwanese companies are chemical company 

Tuntex Distinct, food conglomerate President Enterprises and 
venture capital co mp any China Development Corporation. 
Together they a greed to buy almost 10m shares worth S23m. 

• Sam Commercial Bank, Thailand’s fourth largest bank, 
has bought out its Japanese partners in two subsidiary 
finance companies In exchange for toe Japanese banks buy- 
ing significant stakes in Slam Commercial. 

Ted Berdacfee, Bangkok 


MITSUBISHI OIL 
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Refiner incurs Y2.7bn extra tax 


Mitsubishi Ofl, one of Japan’s largest oil refiners and djstrfou- 
tors, is to Incur an extra -tax bffl and penalties totalling 
Y2.67bn ($2Gm) for Income ft concealed In a corruption case. 
The Tokyo Regional Taxation Bissau yesterday demanded 
that Mitsubishi pay the extra tax tor the test financial year, 
which ended March 31. 

Mitsubishi said ft would saB assets, including property, to 
cover toe tax bB, so that the forecast results for the last 
financial year would not be affected. The company already 
expects to incur a net loss of Y29bn. Betftan Hutton. Tokyo 


UK bank eyes Asia purchases 


By Sbefia McNulty 
■ Kuala Lnnqwr 


Credito Italiano S.p.A. 
1997 results 


The Shareholders’ meeting of Credito Italiano has approved the financial statements as at 31 December 1997; 
key financial highlights are as follows; 


Italian lire ( in bfllions) 

SHARE CAPITAL AND RESERVES 

(after allocation of net profit at the date of approval of the financial statements) 

6,791.1 

TOTAL LOANS 

74,869.4 

including LOANS TO CUSTOMERS 

51,051.8 

SECURITIES 

10,257.5 

TOTAL DEPOSITS 

81,897.9 

in eta ding CUSTOMER DEPOSITS 

50,735.8 

TOTAL ASSETS 

103,093.4 

GUARANTEES AND COMMITMENTS 

27,493.9 

INDIRECT DEPOSITS 

130,833.4 

metnding FROM CUSTOMERS 

104,087.0 

TOTAL FUNDS UNDER ADMINISTRATION (customers) 

157,484.7 

GROSS OPERATING INCOME 

1,302.3 

NET INCOME FOR THE YEAR 

408.7 

Tbe net income has been allocated to reserves for Lire 177.9 billion and to the distribntioo of a dividend of 
lire 80 per ordinary share and Lire 95 po- savings share. 


Hie Shareholders' meeting farther resolved: 

• to integrate the Board of Directors and appoint as Director Ml Angelo Married, bom in Leghorn 

on 15 October 1928; 

- to appoint Coopers & Lybrand S.pA_ to aixfil the Bank's interim and annual 
statutory and consolidated financial statements; 


The dividend will be payable from 18 May 1998, against the 
detachment of conpon 18, at all the brandies of Cta&to &afiano, 
Roto Banca 147J, Banca Caflolica - Mottos; Bona 
Commenaak Itafima, Banca <& Roma, Basra Fopdare del 



Crcdilo Emffiano, Raster* and, fertile times that they handle, 
at Monte TBoiL 


Standard Chartered, the 
UK-based bank, is interested 
in acquiring banks in Asia 
but is concerned about the 
very high prices. 

"There isn’t yet any will- 
ingness by governments to 
do something about what are 
some terrible loan books,” 
said Patrick Gfllam, chair- 
man. 

The bank already has a 
presence in every Asian 
country except North Korea, 
though its business is big- 
gest in Hong Kong, Singa- 
pore and Malaysia. It now 
wonts to expand elsewhere 


in the region, according to 
David Morgan, chief execu- 
tive officer in Malaysia. 

“If the opportunity to 
expand in the region by 
acquisition presents itself, 
we are very interested," Mr 
Gfllam said. 

This is just one of the 
ways in which Standard 
Chartered is benefiting from 
thg Asian crisis. 

As concerns about the 
impact on local institutions 
grew, depositors converged 
on foreign banks, and Stan- 
dard Chartered, with its 
long-established presence in 
the region, was one of the 
main beneficiaries. 

“There are a number of 


countries where we found 
ourselves with very substan- 
tial increases in deposits,” 
Mr Gfllam said. He declined 
to provide numbers, but 
said: “hi Jakarta, we had so 
much additional business 
that we had to put four 
desks in to the banking hall 
to deal with the customers." 

One of the problems -with 
banks in many of the coun- 
tries, Mr Gfllam said, was 
that banking regulation had 
been neither transparent nor 
rigorous. In addition, high 
growth had led to indiscrimi- 
nate lending. 

But Standard Chartered is 
not complacently looking 
down on the Asian banka, in 


trouble. Instead, it is work- 
ing to ensure that when the 
crisis ends it will be in a 
position to compete with 
those which have reformed. 

“The moment you think 
you're sitting pretty is the 
moment you fall off the 
chair,” Mr Gfllam said. 

For Standard Chartered, it 
is as business as usual as it 
focuses on maintaining its 
services. “I cant go around 
making speeches about our 
commitment to the region, 
and to country by country, 
and then, at the first sign of 
trouble, cut off people’s 
credit,” he said. “Imagine 
what that would do for our 
business." 


r\ 


ITlvVwft 


MQNDIA 


ft.:* 

_-r 




"e\: 


T.Wi P* 1 
««? % «.*M=4k 

i 




5. 


LEGAL NOTICES 


nouKriaiW 
SnenSOENE HOUMMOS 



Accolade An 

(W 

MnMlWlaiMtMrftrannl 

Mnd te Am Med Caspar "A b* « J 

EjaftmfeSWHdSi in o. I hjj mi a 

lUOm, br to papaa anacd * Seam 4 ad 


firffttddw. 


0te Detinue 

at'au tiSllDB km m N Wm tie 
tie tie nWad to mb k v b§ WfcL wall ■ 

Or (Hi fcat*rrU>» tractate 
take Cm, ad &t fca ti* 
iSSpoimilUeintil. 
(.UslMka* 


l|h«hibwW^.litrW>l> wW i j 
nwnni 11 -*•*•-- — — ~ — 

MyNIM 

owpau wo ti B— >— ■ i 
mi 


HOT Mm die b-p-j -q— 

•f rtiiy, M MIM Jfffiofcy M tif W» 


ItM Pntie. 9*M1 


THE ROYALBANC OF CANADA 
US. *350000000 Bating R*t 
Debentures due 2005 
In ec co nlencB wkh the Items end 
CondWons of ti>* Debentures, the 
Interest me tor the period 3feb 
April, 1898 to 29th 1990 

tm been And etSRX per ennam. 
On 2901 Mew, 1898 unerase of 
USbS4iS3W4<perUS.S1Jl00oOfniaei 
•mount of the Debentures wffl be' 
due for peymsne The rate Of interest 
for the period commenting 29th 
M** 1898 «sH be determined on 
27th May. 1S96. 

Agent Banfcend 
Prindpte Paying Agent 
RUIN. BANK 
OF CANADA. 



ASIAN DEVELOPMENT BANE 

Integrated Computer Application Software 


The Aslan Development Bank (ADB), a multilateral development ftrwrw** ins titution 
headquartered in Manila, Philippines. Intends to procure integrated off-the-shelf 
computer application systems (eg Enterprise Resource Planning software), necessary 
related services to implement the systems, data conversion, the provision of 
development tools, cus tom izat io n, and interfaces with legacy systems, in addition, as 
an option, the procurement of necessary hardware may be included. While the entire 
legacy systems of the ADB are likely to be replaced, the following systems are' 
planned to be replaced In this Initial procurement exercise: 

• Core Financia l Man a ge ment System (General Ledger. Accounts Payable. Accounts 
Receivable. Budget Formulation and Monitoring, Fixed Assets. Procurement and 
Inventory -Systems): 

• Treasury /Banking System (Payment Execution. Disbursement Confirmation, 
Cash Receipts, Bank Account Management Reconciliation. Cash Management]: 

• Project/Product Management System (Loan and Technical Assistance fTA) Grant 
processing and Project management. Loan and TA accounting): and 

• Human Resources Management System (Recruitment and Selection. Personnel 
Management, Position Management. Salary Administration. Training and 
Development, Compensation and Benefits, Payroll, Staff Retirement Mana gem ent 
Reporting). 

As it Is not feasible to implement aO the above applications sim ul tan eously, 'the 
Bank anticipates its implementation in phases over three to four years. This would 
indude custom development of additional functions which are not covered by the' 
vendor's base software, system configuration, and training of ADB staff. 

Interest bidders mu st be in a position, whether alone or through a consortium, to 
provide the required software.- hardware and other ancfflaiy sendees. The bidding Is 
only OP™ to bidders from ADB member countries. Further information including a 
brief description of the project and qualification criteria for eligibility may be obtained 
from the address below on or after 29 April 1998. 

Bidders who fed that thfy satisfy the eligibility criteria can purchase the Request 
for Proposal for US$500 on or after 20 May 1998 as further described In the above, 
mentioned document, also from the address below. The deadline for submission of 
proposals is 20 July 1998. While fads are being solicited, this procurement to subject 
to Internal approval for the related budget The ADB will not be responsible for any 
costs or expenses Incurred by bidders In connection with the preparation and ’ 
delivery of bids. 

Head . Pro curem ent and Shipping m r tlon 
Office of Administrative Services 
Aslan Development Bank 
6 ADB Aven ue 
0980 Manila. Philippines 
Fax: (632) 636-2577 
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I B M S E EN A S L EADIN G CONT ENDER FOR CO-OPERA TION PAC T WIT H LOSS 

Acer in talks over partner 


-MAKING ASMI DIVISION 


for chip arm 


By lama Tyson In Taipei 

Acer, the world’s third 
largest personal computer 
maker, is in talks with 
potential technology part- 
ners for its loss-making chip 
arm. newly divorced from 
Texas Instruments, the US 
electronics group. 

IBM is seen as a leading 
contends: for a co-operation 
pact with the troubled Acer 
Semiconductor Manufactur- 


ing (ASMI). formerly known 
as TI-Aeer. On the person**! 
computer side, Acer recently 
signed a deal with the US 
computer group to manufac- 
ture a range of products and 
provide logistics and service. 

“We are very much open 
to various types of technol- 
ogy co-operation, such as 
design, manufacturing pro- 
cess and other areas, so the 
technology partners would 
not necessarily take an 


equity stake,” said Stan 
Shih, Acer chairman. He 
added that new investors 
had already been found to 
inject capital into ASMI. 
“The capital is available 
here in Taiwan.” 

To tan ASMTs operations 
around, Mr Shih said strat- 
egy would shift towards 
foundry, or made- to-order 
business, which has proved 
profitable for other Taiwan- 
ese chipmakers. 


Hope holds out for 
triumph over adversary 

China’s biggest private company has its sights set on the feed 
business of rival CP Group, reports James Kynge 


L iu Yonghao, one of four 
brothers who turned 
their feed grain opera- 
tion into China's biggest pri- 
vate company, the Hope 
Group, is not shy of hyper- 
bole. “The third world war 
for the feed grain business in 
China is going to break out,” 
said Mr Liu in a recent inter- 
view. “I am well prepared to 
have a price war in the later 
half of this year or perhaps 
next year.” 

The adversary filling Mr 
Liu’s sights is Thailand’s CP 


upgrade technology and 
expand production to com- 
pete more effectively with 
CP and other foreign groups 
such as Miwon of South 
Korea and President Enter- 
prises of Taiwan. 

New Hope’s shares were 
yesterday trading at just 
above YnlS each. 

The CP Group, which is 
owned by Thailand’s richest 
man, D hanfn Chearavanant, 
has put up for sale a large 
motorcycle factory near 
Shanghai. The company is 
reluctant, however, to con- 
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Group, China's largest for- reluctant, however, to con- 
yeign investor and owner of sider selling its core feed 
S3 animal feed mills through- grain operations. Neverthe- 
out the country. less, the possibility that CPs 

Asia’s crisis has rendered Chinese business empire 
the Thai company suddenly may unravel is of burning 
vulnerable; its Hong Kong- interest to Mr Liu 
listed subsidiary. CP Pok- ”1 am looking at these 
phand, said last week that it developments very care- 
might default on a floating fully,” he said. “At the 
rate note repayment after moment I have not heard of 
noteholders asked for an any CP [feed grain] factories 
early redemption. Its share up for sale.” 
price plunged late last week Mr Liu's threat of a price 
following the announcement war should not be taken 
By contrast shares in the lightly. The Hope Group’s 
New Hope Group, the only decision to cut feed prices by 
listed vehicle in the Hope 25 per cent in 1996 hit the 
Group and the company run earnings of several local 

competitors, especially those 
that were slow to cut costs. 

The Hope Group began life 
as a quails’ eggs business in 
1983 in the southwestern 
province of Sichuan. Mr Liu 
and his three brothers had to 


leftawr incurs Y2.7bn extra e 


by Mr Liu. surged on its 
debut on the Shenzhen stock 
market last month. 

Issued at Yn&9 per share, 
(he listing yielded proceeds 
of Yn267.52m ($32J2rn). The 
lion's share is to be used to 


sell their belongings to raise 
Ynl.000 in seed capital From 
their first foray into the feed 
grain business they were 
competing with CP. which 
dominated the market in 
Sichuan, China's agricul- 
tural heartland with more 
than 70m pigs. 

A rustic but catchy adver- 
tising re fr a in , "1kg of feed, 
makes your pig grow by 2” 
and the advantages of local 
knowledge and contacts 
have allowed the Hope 
Group to overturn CP's dom- 
inance in Sichuan. Now it is 
intent on scoring a ghnitar 
victory throughout China. 

T he New Hope and South 
Hope companies con- 
trolled by Mr Liu over- 
see operations in the lucra- 
tive southern China market 
w hich includes Guangdong, 
Guangxi, Hunan. Hubei. 
Yunnan and Guizhou prov- 
inces. Mr Liu said that new 
equipment would be 
imported and new factories 
bought to expand both the 
quality and quantity of feed 
grain output South Hope is 
also looking for a foreign 
partner, Mr Liu said. 

CP controls about 8 per 
cent of the Chinese market 
while the Hope Group - with 
about 30 feed grain mills - 
has less than 4 per cent 
according to industry ana- 


In contrast to Taiwan 
Semiconductor Manufactur- 
ing and United Microelec- 
tronics. ranked fir st and sec- 
ond among the world's 
foundry chipmakers. Acer 
would not become a pure 
foundry chipmaker. The goal 
was for sales to be split 
three ways between Acer, 
the technology partner and 
foundry customers, said Mr 
Shih. 

ASMI may face difficulties 


in its plan to enter the fast- 
growing and lucrative, but 
highly competitive, foundry 
chip business at a time when 
growth in the semiconductor 
industry is showing signs of 
slowing. Mr Shih remains 
optimistic: “We have a brand 
name, a global distribution 
network, a captive market 
and integrated circuit design 
capability, so we’re in a 
unique position compared 
with our competitors." 


Plummeting prices for 
dynamic random access 
memory chips, TI-Acer’s 
only product, caused Acer to 
suffer a pre-tax loss of 
T$4.6bn (US$139m) last year, 
the biggest annual loss by 
a private Taiwan-listed 
company. 

Acer announced last 
month it would take over 
TTs 83 per cent stake in TI- 
Acer, ending the chip joint 
venture founded in 1989. 



Feeding frenzy: Hope is prepared to spark another price war to capture more of the pig feed market 


lysts. This year and next, 
Hope plans to buy about five 
more feed mills in Ghina. 

T hope to expand our mar- 
ket share to about 10 per 
cent or so in a few years. We 
have a plentiful source of 
capital,” said Mr Liu. 

The main threat to the 
Hope- Group's ambitions 
appears to come not from its 
rivals but from within. A 
feud between the four 


brothers surfaced in 1996 
and has resulted in the divi- 
sion of their empire into four 
main companies, the East 
Hope Group, the South Hope 
Group, the Continental Hope 
Group and Meihao Hope 
Group. 

The group. which 
increased its earnings to 
about Yn550m last year, 
compared with Yn300,000 in 
1992. is also exhibiting some 


of the classic traits of Chi- 
nese got-rich -quick busi- 
nesses. It is dive r s ify ing into 
different areas, including 
property, electronics and 

hanking 

hi the wake of the Asian 
crisis, such strategies are 
often a source of alarm 
among in vestas. After an, 
over-diversification was 
partly responsible for CPs 
current predicament. 


Turmoil in 
Asia spurs 
on BMW 


By SUflUa McNulty 


During the boom years, any 
Asian with status drove - or 
rather, was driven in - an 
imported luxury car. Those 
were the years that encour- 
aged BMW and its partners 
to invest more than DMLSbn 
(§838m) in south-east Asia. 

The dividends continued 
to come in: last year, the 
German carmaker's deliv- 
eries to Asia rose 2.4 per 
cent to 96,656 units, a new 

high 

The results would have 
been better but for the 
regional financial crisis 
which started to unfold last 
July. Asians’ 1 purchasing 
power has been so curtailed 
that overall car sales in 
some markets are expected 
to drop 70 per cent this year. 

But Kay Segler. president 
of BMW Asia, said the 
carmaker did not focus on 
short-term cycles. It was 
committed to the region and 
was therefore continuing 
with plans to widen its 
presence. 

Mr Segler said he still saw 
bright prospects for Asian 
markets in the medium to 
long-term, and BMW 
plann ad to be in a position 
to capitalise. 

The group has established 
a regional headquarters, as 
well as training and parts 


centres, in Singapore. It also 
has assembly plants in Thai- 
land, Indonesia, Malaysia, 
the Philippines and Vietnam- 

Last year BMW opened 30 
showrooms and service cen- 
tres, bringing the total to 
around 200. Mr Segler 
pledged at the time more 
would follow. This year it is 
keeping that commitment, 
with plans to build or 
upgrade 33 Asian showrooms 
and service centres. 

Mr Segler believes it will 
take two to four years for 
Asia to recover. That gives 
BMW plenty of time to work 
toward ite goal of coming 
out of the crisis stronger 
than it went in. “There are 
always losers and winners in 
a situation like this.” he 
said. 

In Singapore, for example, 
the total car market con- 
tracted 14 per cent last year, 
but BMW managed to 
enlarge its presence and take 
an 11 per cent share. That is 
higher it holds anywhere 
else in the world. 

The group sold more than 
2£00 cars in Singapore, a 27 
per cent rise, which it says 
makes it the only luxury 
brand to have increased 
sales every year in the city 
state over the past six years. 
Including Rover, the group 
says it outsold all other car 
companies in Singapore. 


Sony Music rises 


Sony Music Entertainment 
(Japan), the publicly quoted 
Japanese music group which 
is 71 per cent controlled by 
the Sony electronics com- 
pany. saw consolidated sales 
advance 10 per cent to 
Y226bn ($1.7bn), while pre- 
tax profits before exception- 
al surged 52 per cent to 
Yl9.54bn. writes Paul 
Abrahams in Tokyo. 

Net earnings almost tri- 
pled from Yl2.8bn to 
Y36-26bn and pamingg per 
share jumped 180 per emt 
from Yl 18.49 to Y3 3&22. 


However, the company 
warned that consolidated 
group sales in the current 
year were likely to fell S per 
cent to Y219.1bn. 

It said pre-tax profits 
before exceptional would 
also decline, down 50 per 
cent at Y9-8bn, and net 
profits 12 per cent to 
Y3L9bn. 

The company said adver- 
tising costs for new talent as 
well as start-up costs associ- 
ated with Sky PerfecTV, a 
satellite broadcast venture, 
would also Hent ftaming a. 


■•-.i- W 1 • -•» 

-S - 1 -, 1 -1 * -I 

■Xrjr i- ~ '-v- 
■ . ' «r. •' i • 


■ i , ,-r v- • i 


sia purchase 


/devuopmen bas^ 

* q; »r * ■ rr 

ICOBtpttttfA?? 1 * 14 




- r_i '■ . : • 

* !■*" If,-' - 

if *’***-^"' 

£T 




MONDIAL ASSISTANCE - 

MONDIAL ASSISTANCE: 

strong growth of sales and profits 

With consolidated sales of FF. 1.391 billion, + 27.8 % (13% on a like-for-like 
consolidated basis) and net consolidated income (excluding minority interests) 
of FF. 19.5 million , +11.4%, the trend of positive performances recorded by 
MONDIAL ASSISTANCE since its creation was continued in 1997 both in terms 
of growth and profitability. 

Strong sales strengthened by new services and the 5^ 

performance of international operations : 

♦ In France several types of services registered particularly strong ' 

growth, highlighting the constant evolution in the Group's business. jm 

□ home assistance (+50%); I 

□ tele-assistance, reinforced with the acquisition of the company jj ',,,1 ; I 

GTS, leader in the segment of local authorities; |ml J 

Q job search assistance and assistance for first job seekers which flfl H H 1 

were launched by the Group continue to be particularly successful; . fsj j§gj H 

□ services related to mobile telecommunications. - » ■ W , 

♦ On the International front, the active investment strategy is 35 

prododnQ results: [NET INCOME - GROUP SHARE 

Q international sates for the first time exceeded those jn France (FF. ^ -»• > 

715 million versus FF. 676 million); ^ 

□ certain subsidiaries, the UK and Brazil in particular, registered , iu m * 

strong increases in sates and profits; J AM ! I 

□ this strategy was made possible through an increase in capital of FF. j ! I | I < 

100 million, a tangible proof of the confidence of the shareholders. ■ * 1 • 1 

♦ m total. MONDIAL ASSISTANCE provided assistance somewhere in J j“| (“I ' 

the world every nine seconds (3,640,000 interventions, an increase of j , I \ I j 

74% over 96). i_L f J - 1 

A significant rise in profits 1 

♦ The rise in profits (+11-4%) is even more significant since fl ! was NUMBEROF INTERVENTIONS 
accompanied by major investments made by MONDIAL ASSISTANCE, 

particularly overseas. Four subsidiaries were created in 97: 

P in South America, after the acquisition of MERCOSUL of Brazil, } 

' operations were opened in Chile and Argentina; , 

--- a in the Mediterranean region, subsidiaries m Greece and Turkey j ; I 

' were launched. 

♦ 'Hit s rise in net profits enables permits the group to maintain a j — • ■ ; |a^__ 

two dSgft return on equity (10.9%). i i°l J ^ 


ISO 9001 certification 

♦ FRANCE SECOURS and MONDIAL ASSISTANCE FRANCE werethe 
^^^^panies in France and In the world to be awarded 

ISO 9001 certification; 

♦The subsidiaries in Italy. Spain and Brazil have also been awarded 
ISO 9002 certification. 

1998, a year of consolidation 

♦ The stmrw orowth of activity has led Mondial Assistance Group to 

CT£i total number of employee has increased non, 

neartySOO in 1994 to 2000 (estimate for the end of 98), 

♦ Aftersei—l of ctmng internal and external growth. 1998 win be 

iSSS wi " op,,m,ze 

orsanbation while maintaining its level of profitabnty. 


AI<*tfies9securiBiK hating baanaoki, foafterfsav&tBppoarsasamBCe/ctmconicrty. 


6,440,000 Shares 

^►Columbia 

wF Sportswear Company® 


Common Stock 


1,288,000 Shares 


This potion of the oBemg ms eflmrf oufsafe Uitotf Slates by infesfemd 


Goldman Sachs International 


NationsBanc Montgomery Securities LLC 

PaineWebber International 

Credit Lyonnais Securities 


NUMBER OF INTERVENH0NS 
(000s) 


5,152,000 Shares 

mspofon of the oSering ms oBemtUn to LMed Stales by toe utleisigned 


Goldman, Sachs & Co. 


NationsBanc Montgomery Securities LLC 

PaineWebber Incorporated 



BancAmerica Robertson Stephens 
J JP. Morgan & Co. Salomon Smith Barney 

Dam Rauscber Wessefs DJL Davidson & Co. 

A OMaton of Mfl Rauschcr Incorporated 

HSBC Investment Banking Edward D. Jones & Co., L.P. 


Piper Jaffray Inc. 
Stephens Inc. 


Ragen MacKenzie 

Incorporated 


Hambrecht & Quist 
Black & Company, Inc. 
Gruntal & Co., LL.C. 
Pacific Crest Securities Inc. 
Scott & Stn'ngfellow, Inc. 
Sutro&Co. Incorporated 


April 1998 
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RG AMERICA FUND N.V. 

RG EUROPE FUND N.V. 

RG PACIFIC FUND N.V. 

RG EMERGING MARKETS FUND N.V. 

(investment companies with a variable capital) 

ANNUAL GENERAL MEETINGS OF SHAREHOLDERS 

to be held on Tuesday, 26th May, 1998, at the offices of the Companies, Coolsingd 120, 
Rotterdam, the Netherlands at 09.30, 10.15, 11.00 and 15.00 hours respectively. 

The agendas, annual reports and annual accounts are available for perusal by 
Shareholders and ocher entitled parries at the offices of the companies and at National 
Westminster Bank PLC, Nat West Investments Counter, c/o NacWesc Markets, 

1st Floor, 135 Bishopsgate, London £C2M 3 UR. 

Shareholders wishing to attend and vote ar one of the Meetings, should notify the 
Management Board of the relevant Company in writing, not later than 19th May, 1998, 
submitting the Certificate of Deposit of their shares, which may be provided on 
request by the bank or institution in question. Confirmation of die registration will 
include an agenda, which also serves as the admission ticket to the meeting. 

Airy persons other than Shareholders, legally entitled to attend the meetings, and those 
authorised to vote, should lodge the supporting documents at the offices of the 
Company by 19th May, 1998 at the latest. They will receive an admission ticket or, as 
the case may be, a document attesting to their voting right 

For further details please contact the above-mentioned bank or Robeco UK Limited, 
46 Berkeley Square, London W1X 6 LA. Tel: 0171-409 3507. 


RG AMERICA FUND N.V. 

RG EUROPE FUND N.V. 

RG PACIFIC FUND N.V. 

RG EMERGING MARKETS FUND N.V. 

Rotterdam, 29th April, 1998 
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IMPROVE 
YOUR READING 
HABITS. 

Simply sabscribe 10 the Finindal Tunes. Thcre^s no better way 
to keep abreast of ail the important events that affect your 
business. Whether the subject is political change, economic 
and financial events or technological breakthroughs, the 
FT provides yon with Invaluable information and insight to 
help you reach better business decisions. 

Subscribe today. You will enjoy considerable savings on the 
regular newsstand price, and you will receive four weeks of 
tile FT 1-4 issues) at do urn charge. More important, however, 
you will be prepared for tomorrow. 


BE SMART, SUBSCRIBE NOW. 
Yes, I would like 10 subscribe la the Financial Times. Please enter my 
mbsariptiou for 12 months at tbs fallowing me" 
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Vickers surprises 
with appointment 


By Andrew Edgeclfffe-Jotaisaa 

Vickers surprised the 
market yesterday by 
appointing Paul Buysse. who 
left BTR with £L14m (SI 5m) 
compensation in January, as 
chief executive of the frag- 
menting engineering empire. 

Mr Buysse. who had run 
the power drives division of 
the restructuring conglomer- 
ate since 1994. will join 
Vickers just as it is attempt- 
ing to conclude a sale of 
Rolls-Royce Motors, and is 
facing questions over its 
future shape and direction. 

BTR gave no explanation 
three months ago for the 
Belgian-born Mr Buysse’s 
decision to take “early 
retirement” at the age of 53. 
Vickers said yesterday: 
“From our paint of view, 
that is history." 

Sir Colin Chandler, who 
became ffegirm an at Vickers’ 

Sears to 
return 
capital to 
holders 

By Robert Wright 

Sears, the retail con- 
glomerate, plans to return 
capital to shareholders once 
it has completed the demer- 
ger of Selfridges, its flagship 
department store, and Free- 
mans, its mail-order cata- 
logue. 

Sir Bab Reid, chairman, 
refused to say how much 
might be handed back, but 
said analysts mentioned fig- 
ures of £77m-£X5Qm ($130m- 
?250m). “We win know the 
quantum by October or 
November," he said. 

According to the prelimi- 
nary results, British Shoe 
Corporation, the lossmaking 
footwear business sold last 
year, was disposed of with- 
out need for additional pro- 
visions. The company set 
aside £150m last year to 
cover the costs of restructur- 
ing. A property revaluation 
bad also seen Sears’ freehold - 
and long leasehold proper- 
ties revalued upwards by 
£122m. £ 101 m of which 
related to Selfridges' Oxford 
Street store. The revaluation 
of this store takes the bund- 
big’s value to about £300m. 

However, in the last 
results before Selfridges 1 
planned demerger in July, 
the store's operating profits 

UBin 
talks for 
Campbell 
offshoot 

By fUcban! Tomkins is New 
Tort, and John WBraan 
in London 

Campbell Soup, the US food 
group. Is In talks with 
United Biscuits of the UK 
over the sale of Delacre. its 
European biscuits business. 

Delacre has three factories 
making luxury biscuits 
under its own brands such 
as Delichoc. Cigarettes 
Russes and Maison Delacre 
as well as for retailers. Its 
sales were flSOm in the year 
to July 1997. with estimated 
profits of $10m and a likely 
price of about $llQm. 

The sale is subject to the 
approval of regulators in the 
countries concerned and 
there is a statutory consulta- 
tion process with employees 
which has begun. 

The disposal Is the latest is 
a series by Campbell Soup, 
which has been selling non- 
core businesses to concen- 
trate resources in three sec- 
tors: soup and sauces (Camp- 
bell’s and Pace), biscuits and 
confectionery (Pepper! dge 
. Farm and Godiva) and food 
service - supplying food to 
the catering industry. 

Last month, it completed 
the spin-off of several non- 
core businesses with sales of 
$l.4bn under the umbrella of 
Vlasic Foods InteroationaL 
It also announced it would 
sell more non-core busi- 
nesses with annual sales of 
about $170m. 

Separately. Campbell Soup 
has also decided to abandon 
a line of mail-order frozen 
foods called Intelligent Quis- 
ine, aimed at people suffer- 
ing from high blood pres- 
sure, high cholesterol or 
diabetes. The company spent 
at least $30m on the product, 
analysts said 

For UB, Delacre would bol- 
ster its operations in France, 
Belgium and the Nether- 


annual meeting last April, 
has also hold the position of 
chief executive for the past 
year. 

Yesterday, as he was 
rehearsing for today's 

annual g ener al meeting, he 

said: “We are delighted to 
have secured the services of 
an international industrialist 
of Paul Buysse’s pedigree.” 

He signalled that acquisi- 
tions are likely to be a prom- 
inent feature of the group's 
strategy, saying: “The expe- 
rience he brings to us. not 
only in executive manage- 
ment but also in acquisitions 
and their subsequent inte- 
gration, will be of immense 
value to Vickers.” 

Vickers has provisionally 
agreed to sell Rolls-Royce for 
£340m to BMW, but Volkswa- 
gen is also vying tor the lux- 
ury car maker. Some ana- 
lysts are pressing tor Vickers 
to distribute the cash to 


Sears 

Sir Bob Rati 


shareholders, and to break 
up the remaining defence 
and marine propulsion busi- 
nesses. 

David Essex, Vickers' 
managing director, said he 
doubted that Mr Buysse 
would be expected to con- 
duct the Rolls-Royce negotia- 
tions. He dismissed as 
“utterly ridiculous" sugges- 
tions that the appointment 

of a non-defence expert was 
a signal that the group was 
rrpriting an exit from defence 
activities, which include the 
Challenger 2 fcmk_ 

Mr Essex said Mr Buysse 
“was chosen becatse he was 
someone capable of taking 
this company forward, who 
was familiar with the City 
and with a global company, 
and who understood engi- 
neering. He is a man of stat- 
ure, which is important in 
playing in the international 
flfikL" 
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COMMENT 

Sears 

No one could accuse Sears of inactivity. A year ago Uam 
Strong, chief executive, paid the ultimate price for years of 
underoerformance. Since then the company has deposed of 
the British Shoe, and plans arc afoot to demerge 

both Selfridges and Freemans. But has it made any differ 
ence? Share price u nderp erformance against the market of 

about 40 per cent suggests not. 

With Sears, of course, it is all too possible that the alterna- 
tive would have been worse. Indeed, getting shot of British 
Shoe prevented losses escalating further. And the belmdges 
demerger plan has injected on element of bid speculation 
that is underpinning the share price. No amount of corpo- 
rate acti vity, though, can hide the fact that Sears is a less 
than guttering collection or assets. Poor trading ^ figures 
make that clear eno ugh. The best hope for shareholders is 
that some trophy hunter steps in and pays over the o*tel for 
Selfridges. But they should not expect too much: Oxford 
Street is not Knightsbridge, and Asian suitors are in shorter 
supply than a year ago. 

UK congestion tax 

Rationing road use through congestion is inefficient. Build- 
ing new roads - the long-standing response to dire traffic 
growth forecasts - further disguises the ear’s true social 
cost. However, charging for road use in built-up areas, a ft 
wheeze likely to feature in John Prescott’s forthcoming 
transport white paper, will require politically tough deci- 
sions at the local level that some authorities may shirk. 

Mr Prescott’s solution is “hypothecation". If local authori- 
ties can keep the revenues and promote public transport - 
rather than watch them disappear to Whitehall - the tax 
will be to sell Public transport operators, such as 
Stagecoach, First Group and National Express, would, of 
course, be laughing all the way to the bank. Passengers 
would be both pushed into public transport by taxes and 
pulled on by better services on more routes. And In a 
business where marginal income flows straight to the 
bottom line, strong passenger growth does wonders tor prof- 
its. 

Clearly, providing local authorities with the incentives to 
levy thPKg charges is important. But tying their h a n ds as to 
how these revenues should be used may be short-sighted. 
After all, how many bus and cycle lanes can be built? 

Bluebird Toys 
battle continues 
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for the year to January 31 
fell to £22.7&l (£35.5 m) on 
turnover down to £295m 
(£299m). The company said 
profits were hit by £33m of 
non-recurring costs. 

Total exceptional items of 
£l75m resulted in pre-tax 
losses of £116m (profits of 
£68. lm). 

Analysts predict pre-tax 
profits of only about £68m 
for Sears this year, and earn- 
ings per share of 3J2p. At 
yesterday’s close of 59%p. 
that puts the company on an 


RESULTS 


above-sector rating of 18.6 
times, when its performance 
suggests it deserves lower. 
But valuations based on 
asset values suggest Sears 
should be worth far more. 

Nevertheless, Analysts 
approve of the planned 
break-up. They say it will be 
easier to understand the 
business once relatively 
small womenswear chains 
like Wallis and Miss Self- 
ridge are separated from the 
mail-order business and the 
Selfridges department store. 


By David Bfactamfl 

Guinness Peat, the invest- 
ment group chaired by Sir 
Ron Brierley, is refusing to 
admit defeat in its battle 
with Mattel the US toy 
gfani^ over Bluebird Toys. 

Yesterday, it announced it 
was tartundfag its offer until 
May 5, while considering fur- 
ther its position in the light 
of Mattel launching a bid at 
the end of March. 

This refers to Mattel’s 
decision to exercise its rights 
tinder a licence agreement 
with Bluebird to take control 
of the manufacturing of Its 
Polly Pocket toys and to 
restrict Bluebird’s margins 
in other markets where Mat- 
tel distributes Polly Pocket 

Guinness Peal which has 
almost 23 per cent of its tar- 
gel is understood to be pre- 
pared to increase its offer 
from lOIp a share if it can 
see details of Bluebird's con- 


tract with Mattel It is also 
believed to have contacted 
other potential distributors 
for Polly Pocket, including 
Hasbro, which has almost 7 
per cent of Bluebird's shares. 

Mattel on Monday 
extended its lilp a share 
offer until May 8 and 
revealed that it had won 
acceptance on just over 16 
per cent of the shares. 

Bluebird, which relies on 
Polly Pocket for 50 per cent 
of sales, has recommended 
Mattel's offer. It has warned 
of a “significant" reduction 
in its profits following Mat- 
tel's exercise of the licence 
agreement rights. 

Late last week, Guinness 
Peat said it was considering 
an appeal to the Takeover 
Panel to get Mattel to reveal 
details of the Polly Pocket 
contract. The panel execu- 
tive said that the contract 
did not need to be disclosed 
under any of its rules. 
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SmithKline 

defends 

conduct 

By David BbckweB 


Sir Peter Walters, chairman 
of SmithKline Beecham, yes- 
terday defended to share- 
holders the group's conduct 
during the collapse of 
merger talks with its UK 
rival Glaxo Wellcome. 
“Glaxo Wellcome broke the 
deal and left us no alterna- 
tive but to end the discus- 
sions," he told the annual 
meeting in London. 

The board believed that 
the move away from the fun- 
damental principle of a 
merger of equals to one of a 
no-premium takeover would 
have destroyed rather than 
created value for sharehold- 
ers. 

The shares added lffAp to 
681p. Analysts suggested the 
price was recovering from 
the sell-off following the 
failed merger talks. 

to Jan Leschly, chief exec- 
utive, yesterday ruled out 
the possibility of a merger 
with Zeneca, adding that 
SmithKline had “a bright ! 



MERCURY SELECTED TRUST (SICAV) 

Postal address: BJ*. 1058, L-1010 Luxembourg 

NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS 

The Annual General Meeting of Sfureholders uf Mercury Sterling Trust (“the Company”! will be hckl ai 
in registered orfke at 6D, route dr Treves. L-2633 Scnninghefg, Luxembourg ac tl.00 am on 15di May 
1998 for rhe purpose of considering and voting upon the following marten 
Agenda 

1. To accept the Directors’ and Andiron* reports and to adopt the financial statement for 
the year ended 31st December 1997. 

I. To declare such dividends far che year ended 3 In December 1997 as may be 

recommended hy the Board in accordance with rhe dividend policy of the Company and 
to fix their date of payment. 

3. To dischai^c the Directors from their responsibilities for all actions taken within their 
mandate during die year ended 31st December 1997 and to approve their remuneration. 

4. To re-elca Mr S B Cohen, Mr D Ferguson, Mr f P Le Fcuitc. ZOHM Baron van 
Hbvell, Mr V McAviney, Mr J Reimmtz, Mr B Stone, Mr P Stonnonth Darling and Mr F 
Tcsch as Directors. 

5. To discharge the Auditors from rheir responsibilities for all octHim taken wirhin their 

mandate during the year ended 31a December 1997. 
d. To re-elect the Auditors. 

7. To decide on any other business which may properly come before the Meeting. 

Voting 

Resolutions on the Agenda may be poised without n quorum, by a simple majority of rhe wires cast thereon 
at the Meeting. 

Voting Arrangements 

TJe holders of bearer shares must deposit thetr shares not later than 7th May 1 99S other at the registered 
omce ot the Company, or with any bank or financial institution acceptable to the Companv, and the 
reianre deposit receipt (which may be obtained from the registered office of the Companv) must be 
'll™ roftrifwed ofocc or the Company to arrive not biter dun 13th Mav t998. The shares so 
deposited wiU remain blocked until the day after the Meeting or any adjournment thereof. 

Shareholders who cannot attend the Meeting in person arc invited to send a duly completed and signed 
proxy lam to the registered office of the Company to arrive not later dun )3th May 1998. Proxy forms 
tor use by registered shareholders are included with the annual repair and can aku be obtained from the 
registered oroar. A person appointed a proxy need not he a holder of sham in the Companv; lodging of a 
proxy form will not prevent a shareholder from attending the Meeting if he decides m do so. 

29th April I99g Hie Board of Director* 
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COMPANIES & FINANCE: UK 


considers demanding reforms 

Call for EGM likely 
at British Biotech 


By Jonathan Guthrie 

Perpetual, the investment 
manager which holds a 9.5 
per cent stake in British Bio- 
tech, said yesterday it may 
call an extraordinary general 
meeting to demand 
Ear-reaching reforms at the 
company, including a 
shake-up of senior manage- 
ment. 

The move is a further blow 
to the embattled company’s 
board, led by founder and 
chief executive Keith McCul- 
lagh. Since his dismissal last 
Monday, Dr Andrew Millar, 
formerly head of clinical tri- 
als. has made a series of 
damaging allegations about 
the conduct of board direc- 
tors and the handling of clin- 
ical trials of drugs vital to 
the company's future. 

The stock exchange is now 
believed to be investigating 
share sales by directors, 
including Mr McCullagb. 
The US Securities and 
Exchange Commission is 
meanwhile assessing 
whether press releases on 
trials of marimastat. Bio- 
tech's potential blockbuster 


anti -cancer drag, were over- 
optimistic. 

Analysts have called for 
Mr McCnllagh to step down. 
Bob Yerbury. chief invest- 
ment officer of Perpetual, 
who stressed that his views 
were personal, mw- ‘"There 
will have to be changes. 1 
cannot say whether Mr 
McCullagh should be 
replaced. But things cannot 
continue as before.” 

Perpetual is understood to 
be seeking the support of 
other s h areholders. It needs 
only a farther 05 per cent of 
shares to reach the 10 per 
cent threshold for calling an 
EGM. The meeting would 
consider British Biotech’s 
commercial strategy. Dr Mil- 
lar has criticised plans for it 
to become a large pharma- 
ceuticals business, selling its 
drugs through its own sales- 
force. This has involved 
heavy capita] expenditure. 

Mr Yerbury said: “My own 
view is that small biotech- 
nology companies should 
out-license their products (to 
big distributors).” He said 
current spending of about 
£60m (flOOm) a year was 


BP to sell 
PNG interests 
to Oil Search 


By Arkady Ostrovsky 

British Petroleum is to end 
70 years of oil and gas pro- 
duction in Papua New 
Guinea. 

In an effort to streamline 
its portfolio by shedding 
non-core assets, BP has 
agreed to sell its upstream 
interests in the archipelago 
to Oil Search, its long-term 
local partner, for $400m. The 
deal, which doubles the size 
of Oil Search's oil reserves to 
115m barrels of oil. is to be 
completed later this year. 

“We beKeve we have bet- 
ter prospects elsewhere, so 
we have decided to sell these 
non-core assets in order to 
focus on such key areas as 
Alaska, the Caspian Sea and 
the Gulf of Mexico.” BP 
said. 

Oil Search said: “What 
might be relatively small for 
BP. represents big potential 
for Oil Search and moves 
it to a new league of 
production revenue and 
reserves." 

BP‘s reserves in Papua 
New Guinea include 35m 
barrels of oil and 3 trillion 
cu ft of gas, largely undevel- 
oped. BP produces 13.000 bar- 


rels of oil nnrt 13m cu ft of 
gas a day. But the company 
said the difficult geology of 
tiie area and its remoteness 
from the main oil and gas 
markets meant considerable 
investment was required to 
develop the reserves. 

The. main output of the 
Papua New Guinea assets is 
natural gas. Exploiting it 
would require either con- 
struction of a 2,000km pipe- 
line to supply Australian 
customers, or shipping the 
liquefied gas in special tank- 
ers to east Asia. 

BP, which also has 23 per 
cent of Papua New Guinea’s 
retail and commercial mar- 
ket said it would keep its 
downstream operations and 
solar business. 

Separately. BP Chemicals 
is investing £200m in a poly- 
ethylene plant at Grange- 
mouth as part of its £500m 
petrochemical development 
in Scotland. 

The plant to be completed 
by 2000, win produce 300500 
tonnes a year of soft plastic, 
used in plastic bags and food 
packaging. The production 
will be based on liquid gas 
feedstocks from the North 
Sea. 


NOTICE OF EARLY REDEMPTION 

To the Holders of 

Invexsiones Internacionales CIMA, N.V. 

( - lhe IsMier”) 

US$35,000,000 Guaranteed Bearer Bonds 
Tranche B: US$15,000,000 9.75 per cent 
Guaranteed Bearer Bonds due Febniary 1999 
(“die Bonds") 

Nona- LS HERKBY GIVEN dui. in arrodancr with CondUioa 4(a) ol 
(hr Tenia and Com Stums, Tranche B .if ibe ouumnding Bowfe wD be 
mJrreKil hr rf* « May IS, PHA The Issuer «■ reckon Bonds 
ax mS per ma. ci d*rr pnnripal suwwni. plus accrued miff** m u>e 
i^iiiMfiirirdeinptkini'^hpRiHfcnyiMnllatr ). Parmeat viD be made 
bv a 1$ Doflw check tiravn on or by transfer to a DoHar account 
ouintmnrd bv ihe twit villi, a hank in New York upon ptrsc mltwn and 
surrender of ihr Bonds together «ilb coupons apprflsiaiilg thetrio 
ma nning on or after the Hrdanprion Date at the outers of the Paving 
AertH hstrd l*k». Iwen* on the Bunds sboD cease to acoue 
antidir\«m».hvaaTsni'himarsJ maturing after d* Rederaptemuaie 
shall he vukLirrrsivitixe «f whether or not such Bonds and uwpons nave 
hero annradewd far payment. The Bomb arc hen? 
the mum** of theT*raI and Park* Apera? ApwnaU ^ » * 
Aapw 15. 19Q&. hetvrrcn the Issuer and Morgan Guaranty Trust 
Company of New York. 

fiscal and principal paying agent 

Morgan Guarani; Trust Company of New York 
o0 Victoria Kmbaiikninu 

Lranhw EWY’ OJP 
Inversions Iniemadonales CIMA, N.V. 

ByiMotganGnaranh Trust Company 
mFunJaml Principal finite -Igwrf 

Dated: April 29 , 1998 


To the shareholders of 

Saga Petroleum ASA 

Revised notice of annual general 
meeting on 14 May, ^9 8 

The enmial general meeting will be heki m the 
Avdtoiy. InfoRama, Sandv*sve*n 
Nwwey M 1700 hours on Thursday 1 ' 
. For^enda and further Information. v«*rf 
PtitoSmts web site on http://www.saga-no 

Sandvfla .22 April 1998 
ra^wnHaug 

vnwmaft, corporate ass®mwy 


Saga 

Petroleum 


“out of kilter” with the pros- 
pects for drags under devel- 
opment. 

He said: “You cannot 
achieve shareholder value 
by hype ... but this company 
has not always been as care- 
ful as ft should have been.” 

Mr Yerbury said the sack- 
ing of Dr Millar, for discuss- 
ing company strategy with 
Perpetual, “was entirely 
inappropriate.” He said he 
was unclear whether Dr Mil- 
lar should be reinstated but 
said: “He is the one that 
designed the trials... he is 
bright, experienced and has 
enormous integrity.” 

British Biotech is believed 
to have promised Perpetual 
a full jwrpianution of disclo- 
sures by Dr Mdar by tomor- 
row. Executives at the fond 
manager were dismayed by 
news yesterday that a foil 
statement might not be pub- 
lished for a month. 

Dr Millar yestsday issued 
an open letter gy pi«iwiwp his 
actions and calling for 
changes in the marmgwmgw t 
of British Biotech. 
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The sauce for the goose may not suit the gander 

Alexander Nicoll outlines GEC-Marconi’s ideas for the success of Europe’s defence industry 


T he recipe for success for 
European companies 
making electronic 
systems for military aircraft 
may differ from that for air- 
frame builders, who face 
growing government pres- 
sure to merge into one. 

That is the view of GBC- 
M.irmni the defence arm of 
General Electric Company, 
which has submitted its 
vision of the future to Euro- 
pean gove rnm ents. 

It believes in building 
businesses where its mar- 
kets are, and is simulta- 
neously pursuing an wHihti™* 
with Alenia of Italy and an 
agreed takeover of Tracer, a 
US electronics company. 

These moves win add to 
existing ventures with 
Thomson-CSF of France in 
sonar, Matra, a subsid- 
iary of France's Lagardere, 
in satellites. 

“We think it is not a ques- 
tion of Europe or the US,” 
says Peter Gershon, manag- 
ing director of GECMarconi. 
“It’s a question of how to 
build footprints in the US 
and in Europe which take us 
towards having a globally 
compe ti t iv e business.” 

GEC was not asked to 
respond wben British, 
French and German govern- 


ment leaders last December 
challenged aircraft makers 
to produce a plan for consoli- 
dation of their industry, 
which is coping with .a 
declining market an d formi- 
dable competitors in the 
US. 

British Aerospace. Aero- 
spatiale of France and 
Daimler-Benz Aerospace of 
Germany produced a report 
last month. But other com- 
panies also responded, since 
the issues were vital to 
many areas of the diverse 
defence business, especially 
electronics. 

Rather than setting out a 
plan , GE C-Marconi analysed 
what factors will be critical 
for successful companies in 
defence electronics. In its 
view, there is as strong a 
burden on governments to 
act as there is on rewnpanipa, 
If a healthy, consolidated 
industry is to emerge. 

First is the need to operate 
on sufficient so that 
companies can compete with 
US rivals such as Raytheon, 
Lockheed Martin. Northrop 
Grumman, and TRW. 

The crucial element in 
producing items in adequate 
volume is not merging sup- 
pliers, but ha rmrvn icing buy- 
ers' requirements. US com- 


panies supply a single cus- 
tomer. the Pentagon. But for 
Eurofighter, the biggest 
European collaborative proj- 
ect. manufacturers have to 
meet many specifications 
individual to the four pur- 
chasing countries. 

As part of increasing com- 
panies’ potential to be effi- 
cient, governments have to 
speed up notoriously slow 
procurement processes. 
GEC-Marcord believes. Tins 
is the goal of the Pentagon's 
drive for acquisition reform 
and of the UK’s “smart pro- 
curement" initiative- 
To be globally competitive, 
in GE C-Marconi’s view, elec- 
tronics companies have to be 
continually developing lead- 
ing edge technology. 

But the dynamics are not 
the same as for a new drug 
or a faster computer chip. 
No defence company can 
afford to sink substantial 
resources into a new gadget 
without the prospect of a 
sale. 

S o the customers - gov- 
ernments - have to 
drive the technology 
through the programmes 
which they contract to the 
industry. 

At present, this is mostly 


happening in the US, where 
companies are working on 
unmanned flight, lasers and 
a host of other projects. But 
British groups have a stake 
in the cutting edge through 
participation in development 
of the Joint Strike Fighter 
and Tracer advanced recon- 
naissance vehicle, both of 
which are due to be bought 
by the US and UK. 

Governments have to 
ensure that the consolidated 
companies that emerge in 
the European defence busi- 
ness can secure orders glob- 
ally. This means action in 
areas such as export licences 
and especially on access to 
Pentagon contracts. 

If governments can help 
consolidation with action on 
procurement, technology 
and market access, compa- 
nies too can do a lot, GEC- 
Marconi believes. They can 
improve productivity, which 
according to independent 
consultants is considerably 
lower thaw that of their US 
rivals - which are them- 
selves in the middle of a con- 
certed push to become 
leaner. 

Companies can do their 
utmost to develop export 
markets since, in Ur Ger- 
shon’s view, “no domestic 


market is going to be big 
S3 o ugh." 

They also have to ensure 
they have the sirfiis not only 
to produce and integrate 
large-scale systems, but to 
support them throughout 
their life In service. 

I n suggesting these criteria 
for success. GEC-Marconi 
focused on electronics com- 
panies which supply the 
systems for “platforms" - 
aircraft, missiles, satellites, 
ships or vehicles. Butother 
defence companies will see 
them as applying equally 
well to their sectors. 

GEC-Marconi seems set to 
continue its policy of forging 
alliances and making pur- 
chases - though a much 
mooted merger with BAe 
does not appear to figure In 
its plans. 

It is interested in buying 
Northrop Grumman if US 
courts do not permit Lock- 
heed to buy it. It will con- 
tinue to develop its links 
with its rival Tbomson-CSF, 
which is being expanded and 
restructured by the French 
government 

But the pace will not be 
forced. “We believe in the 
art of the possible,” says Mr 
Gershon. 


Q (• For haute couture 
you go to Paris. 

And for asset 
management ? / 7 


T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art. Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth... 
a reputation they have ably defended for 200 years. 





Geneva's Private Bankers 

LIBERTY - INDEPENDENCE - RESPONSIBILITY 


BORDfER&Ge 

(1844) 


DAR 1 ER HENTSCH & Cie 

(1796) 


In Geneva; 

LOMBARD ODIER&Cie 

(1798) 


MIRABAUD&Cie 

(1819) 


PICTET A Cie 

(1805) 
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Prices steady after Monday’s falls 


GOVER^^MNK 

By Vincent Boland m London 
and John Labate to New York 

Prices recovered some or 
their poise yesterday after 
Monday's sharp correction 
as interest rate rise fears 
abated on both sides of the 
Atlantic and a senior Bund- 
esbank official said he saw 
no reason why German rates 
needed to be cfaa nged- 
DS TREASURIES moved 
little In early trading, and 
the long bond yield stayed 
above 6 per cent The slug- 
gish tone came one day after 
fears of possible Federal 
Reserve action on interest 
rates triggered a sell-off. 


By early afternoon the 
30-year bond, the benchmark 
for long-term interest rates, 
had gained £ to 1 O 1 &, yield- 
ing 6-040 per cent Hie two- 
year note was unchanged at 
99g, yielding 5.689 per cent 
while the 10-year note was 
down £ to 97", yielding 
5.773 per cent. 

*Tm sensing a temptation 
to buy into this dip, but sup- 
ply pressures are acting as a 
counter-balance." said Pat- 
rick Dimick, Treasury ana- 
lyst at UBS Securities. 

As well as new issues in 
the corporate debt market, 
traders were preparing tor 
an auction of two-year Trea- 
sury notes later yesterday 
afternoon. 


EDC in $500m 
five-year deal 


INTT^BRNATION^^ BONDS 

^ Edward Luce 

The Export Development 
Corporation of Canada came 
to the market for the first 
time since 1993 with a five- 
year US$500m offering. 

The bond, which effec- 
tively finances the redemp- 
tion of its 1993 benchmark, 
was priced at 24 basis points 
over the when-issued US 
Treasury. This was between 
two and three basis points 
wider than the trading level 
of the five-year Canadian 
sovereign benchmark. 

An official at Merrill 
Lynch, joint lead with Pari- 
bas, said the market viewed 
EDC as an implicitly guaran- 
teed credit, although it 
needed to be priced wider 
than the sovereign due to 
lesser name recognition. 

Officials reported strong 
demand from Asian inves- 
tors, including Japanese 
funds and Asian central 
banks. The bond was trading 
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The key question was 
whether Monday's selling 
had established a new trad- 
ing range for Treasuries or 
had just pushed them to the 
bottom of the current range. 

The next meeting of the 
Federal Reserve's Open Mar- 
ket Committee to set interest 
rate policy is set for May 19. 

Economic data releases 
had little impact on prices. 
Durable goods orders were 
shown to have risen 0.4 per 
cent in March, following a 
0.8 per cent dip in February. 
In addition, consumer confi- 
dence levels, as reported by 
the Conference Board, 
rebounded sharply in April. 

European markets had 
opened on a weak note but 
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were revived by the stability 
on Wall Street However, the 
overall tone was nervous, 
analysts said, with GERMAN 
BUNDS too sluggish to drive 
markets on to firmer ground. 

The one cheery note was 
the observation by Reimut 
Jochimsen. a leading Bon- 
desbaaker, that German 
rates did not need to move 
in either direction in the 
near future. The Bundes- 
bank meets for its regular 
council meeting this week, 
just ahead of the Brussels 
conference on European 
monetary union. 

In the futures market the 
June bond future settled just 
006 higher at 106.47, in the 
upper part of its trading 


range for the day. Hading in 
the markets was heavy, with 
some 525,000 contracts 
exchanged in a busy session 
in Frankfurt. 

UK GILTS had a slightly 
better day but traded in a 
narrow range again as 
domestic data continued to 
show a slowdown in the 
economy. Thee was a par- 
ticularly gloomy CBI report 
on bus iness confidence. 

In the market there was 
some outperformed ce of 
bunds, with the 10 -year yield 
spread contracting two 
points to 96 basis points. 

The June gilt future set- 
tled ft higher at 108*4. with 
85,000 contracts traded on 
Liffe. 


flat to reaffer in the second- 
ary mar ket las t night. 

The REPUBLIC OF TUR- 
KEY continued its 1998 pro- 
gramme with its second 
dollar-denomlnated euro- 
bond this year. 

The five-year $300m offer- 
ing. priced at 320 basis 
points over the when-issued 
Treasury, follows a seven- 
year dollar deal and an issue 
in D-Marks this year. 

An official at ENG Barings, 
joint lead ' with Merrill 
Lynch, said Turkey was con- 
sidering a longer-dated, pos- 
sibly 30-year, dollar offering 
later this year. The issue 
was restricted to $300m 
because of overnight j i tt e r s 
in the US stock market 

"Had the market been a 
little bit more gung-ho we 
would have priced this 
tighter and possibly 
launched a bigger bond," 
said the banker. 

INEOS, a Belgian specialty 
chemicals group, issued 
Europe's latest high-yield 
bond with a DM190m offer- 
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ing. The company, the result 
of a management buy-out or 
the Belgian interests of 
Inspec, the UK chemicals 
manufacturer, has a credit 
rating of B2/B+. The bond. 


lead-managed by BT Bank- 
ers Trust was priced to yield 
375 basis points over seven- 
year bunds. 

The Issue is part of a wider 
funding strategy, including 


equity and a senior bank 
facility, to finance the man- 
agement’s cftSm acquisition 
of Ineos. An official said the 
spread tightened by about 15 
basic points after launch. 


By meant Btfand 

Allianz, the German 
insurance group, yesterday 
placed new shares in the 
market to raise DMl.34bn in 
the final phase of a transac- 
tion to raise money to pay 
far its acquisition of AGF, 
the French financial group. 

The shares were placed 
with investors at DM546 
each, a discount of about 1 
per cent to the closing share 
price on Monday. Allianz 
shares dosed, at DM565 yes* 
today, up DM7.7 on toe day. 
One bankpr said ft was the 
biggest Mode trade ever far a 
German company. 

The placing was ' done in a 
bought deal, with Dresdner 
Klelnwort Benson and Deut- 
sche Morgan Grenfell joint 
book-runners. Bankers said 
the deal was carried out 
before the Frankfurt stock 
exchange opened and com- 
pleted in less than an hour. 

Allianz has already raised 
DML5bu in a rights issue as 
part of its financing of AGF, 
and had said it was going to 
raise a total of about DM3bn. 
The shares in yesterday’s 
transaction do not cany div- 
idend entitlements for fiscal 
1997. 

Bankers said there was 
especially strong demand 
from German and UK inves- 
tors, which bought the bulk 
of the shares on offer. The 
rest wore sold to investors 
elsewhere in Europe. The 
issue was more than twice 
subscribed, one banka- said. 

The Allianz transaction 
was not a surprise, although 
the tact that there was no 
book-building period may 
have been unexpected. But 
analysts said a quick block 
trade for such a well-known 
and liquid stock would have 
been the most efficient and 
quickest way of issuing new 
equity. 


BOND FUTURES AND OPTIONS 
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NEWS DIGEST 

ISRAELI S HEKEL BONDS 

IFC and Merrill Lynch 
open high-yield sector 

The International Finance Corpora ti on and Meets Ly*®* 1 
yssteetiay opened up a new market in the Israeli shekel fol- 
lowing Euroctear’s dacWon to aceapt.seffiemert of bonds in 
the currency. The offerings, which am premised on the immt- 
nant move to fun shekel convertlbfltty by Israel, were erf 
Shk200m and Shk175m (S54m and $47n4 apiece. 

An official at Deutsche Morgan Grenfell said this opened up 

a new htgh-yWd market fra- European retell investors in the 
wake of the suoceasM convergence of Europe s club mea 

countries towards the German benchmark. 

“Wo expect the auroshekai to take on the same sort otfrofe 
as the South African rand or perhaps the New Zealand actor 
[as high-yfek£ng bond currencies popular with retail buyws] _ 

■ earlier this decade." said the banter. The two bonds, ootn at 
a one-year maturity, have coupons of 10-25 per cent and 11 
per cent respectively. 

The farae# shekel, which has been pegged to a basket of 
five currencies, is expected to depreciate by about 7 to 8 per 
cent against the US dofiar this year. Annual inflation is expec- 
ted to be 9 per cent In 1999 and slightly lower ki 1998. Offi- 
cials reported surprisingly strong interest from emerging mar- 
ket funds as weB as European retail investors. 

“Hairing the IFC issue the first euroshekel bond « a bonus." 

said the banker. “It removes all credit nsfc and leaves the 
investor with pure currency risk." Edward Luce 

ESTONIAN BANKING 

Uhispank bond to raise $70m 

Uiispank. Estonia’s iaigest bank, is issuing S70m ol one-year 
eurobonds, priced at 150 bass points over three-month Lon- 
don inter-bank offered rate (Ubor). With an additional fee o! 

25 basis points aid the issue price at a 0.5 per cent efiscount 
to the nominal value, analysts say the offering is expensive, 
compared with pricing on Uhispank’s previous borrowing. 

Nomura international, lead manager, said the issue was the 
largest eurobond by any Baltic bank so far. Institutional inves- 
tors in the UK, Germany and Scandinavia have shown interest 
in foe deal which was rated BBS- by Fitch IBCA. 

The issue on May 6 will be Uhbpank's third medium-term 
eurobond in the past year and win be used to refinance loans. 
It recently signed a merger with TaJttnna bank, Estonia's fourth 
largest bank. The new group will have assets of £Kr18bn If 
the merger is approved by shareholders m May. 

Tallinn-based Uhispank is pursuing rapid expansion plans, 
and recently signed an investment tanking agreement with 
Latvia’s feeding Unitanka and Vilnius bank of Lithuania. It is 
also investing up to $20m in a new bank in St Petersburg, 
Russia. A $50m issue of global depositary receipts, launched 
by Uhispank In January, was nine times oversubscribed. 

Separately, foe European Bank for Reconstruction and 
Development approved a DM40m loan to Uhispank. 

Mate* Vipotnik, TaSrm 
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CURRENCIES & MONEY 


Realignment rumours stir ERM 


MARKETS REPORT and 174.50 to the 

bMMiMh" D-mark- The pressure on the 

_ drachma reflects spec ulation 

_ . ... that it might be devalued at 

« was £2"** *° 10054 at the weekend and allowed to 
Uie modest discomfort of the Join Emu in the first wave/ 
European exchange rate “These rumours are not 
mechanism yesterday with- serious and lack logic" said 
out feeling a sense of nostal- Lucas PapademoTthe can- 
gia for those exciting days of tral bank governor. The 


turmoil in 1982 and 1993. 

The system was unsettled 
by speculation that central 
rates might be realigned 
when European Union lead- 
ers meet in Brussels this 
weekend to confirm the 11 
countries that will Join mon- 
etary union in the first wave 
and - hopefully - to anoint 
the first president for the 
European central hank 

This was a choppy day's 
trading for European cross 
rates. With volumes thin, 
the days of bloodcurdling 
volatility are long gone. 

The Greek central bank 
was forced to intervene 
twice to shore up the 
drachma, selling dollars for 
drachma at 178.20 to the 


POUND SPOT FORWARD AGAINST THE POUND 


speculation began on Mon- 
day. Greece joined the ERM 
on March 14, with a 14 per 
cent devaluation of the cur- 
rency. 

Meanwhile Nout Welliuk, 
the Dutch central bank gov- 
ernor, dismissed rumours 
that the guilder would be 
revalued upwards against 
the D-mark, to compensate 
for the strength of the Dutch 
economy. The guilder closed 
at 1.125 against the D-mark. 

“We have coupled the gufl- 
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der to the D-mark since 1983 
and we axe not going to 
change that in the last few 
days oi weeks before mone- 
tary union", he said. At one 
point the guilder was at its 
strongest against the D-mark 
since last summer. 

Speculation within the 
ERM has been stirred up 
since the modest revaluation 
of the Irish punt, where con- 
vergence to a lower euro 
interest rate is the last thing 
the booming economy needs. 

"None of this excitement 
has any Justification whatso- 
ever". argued Alison 
Cottrell, senior international 
economist at PaineWebber. 
"But some people assume 
that what is good for the 
Irish goose would be good 
for the Dutch gander". 

■ The dollar made modest 
recoveries against the yen 
and D-mark, as betting on an 
early rise in US interest 
rates subsided and asset 
markets regained poise. 
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newspaper report on Monday 
that the Fed had a bias to 
tighten, dealers were reas- 
sured by a second report 
suggesting that weaker eco- 
nomic data meant that there 
was no imminent threat of 
hi g h er rates. 

The dollar edged op half a 
pfennig to DM1.795 and a 
tenth of a yen to Y132R The 
dollar was helped by weak 
economic data In Japan and 


a drop in mark/yen. 

Tony Norfield, at ABN- 
Amm onjd that the dollar 
would be sensitive to moves 
on Wall Street in the short 
term, but noted that the cor- 
relation was normally quite 
weak. Unless there was a big 
drop in the Dow, perceptions 
of the relative strength of 
the US and putative euro 
area economies were more 
important for the dollar. 

■ Sterling was dented only 
temporarily by news that 
manufacturers are more 
gloomy about their export 
prospects than at any time 
for 18 years and that the 
trade deficit Is widening. 

Having closed on Monday 

■ OTHER CURRBJCffiS 
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at 106 per cent of its 1990 
value against a basket of 
currencies, the pound 
slipped to 105.8 by imriiww 
but then rebounded to dose 
up an the day at 106. L 

The dollar's flrwinass 
against the D-mark helped 
sterling, which even man- 
aged to spike up through 
DM3 briefly. The figures 
were worse than expected, 
but analysts said it had long 
been clear that sterling's 
strength would hit trade. 

■ Israel celebrated its 50th 
anniversary by confriming 
yesterday that it would lift 
almost all foreign currency 
restrictions on its citizens. 

The shekel took the widely ! 
expected move in its stride, i 
The libe ralisa tion continues 
a process which has been 
under way since the late 
1980s. Individuals can now 
invest in land and real estate 
abroad, manage bank 
accounts abroad and deal 
directly with foreign finan- 
cial intermediaries. 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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By Kuna! Boss m Calcutta 


The three southern Indian 
states, which account for 25 
per cent of the country's tea 
production, have been har- 
vesting a poor crop for over 
a month in the current sea- 
son because of the extremely 
dry weather. 

Production in Sri Lanka, 
which is In the same cli- 
matic zone as southern 
India, has also started suffer- 
ing a set b ack. 

“Last year, both Sri Tanka 
and south India produced 
bumper crops. Even then, 
they got very good prices for 


tea." said Vijay Dudeja, 
c hairman of Paramount Tea. 
a broking house. 

“The 37m kg fall in the 
Kenyan crop to 220.7m kg 
last year boosted world tea 
prices. The brokers think 
there will be no easing in tea 
prices in the current season, 
in spite of Kenya being on 
target for record tea produc- 
tion in 1998- " 

P.K. Sen. chairman of 
J. Thomas, the world’s larg- 
est tea broking company, 
said that what had to be fac- 
tored in was that “Russia 
and the other Common- 
wealth of Independent States 


are now returning to their 
normal consumption of tea 
since the disintegration of 
the Soviet Union. 

“We also expect Iran and 
Iraq to buy a lot more tea 
this season. The expected 
rise in the world trade in tea 
will work to the advantage 
of the producing countries." 

Assam and West Bengal 
India’s most important tea 
growing states, are about to 
move into high production 
in the current season and 
the tea auction centres in 
Calcutta. Guwabati and Sill- 
guri are seeing good demand 
for the first flush tea. 


An industry official said 
the fall in the prices of tea 
grown in south India was 
“entirely due to the panic 
selling by the growers”. 

He added; “The federal 
government has permitted 
the import of ‘cheaper tea’ to 
be sold only in packets and 
the move has unnerved the 
industry in the south, espe- 
cially the smaller groups. 
But this is only a temporary 
phenomenon.” 

Mr Scsu pointed out that 
“tea prices had risen hugely 
since August last and there- 
fore. the price rise from now 
on can only be modest 


“l don't foresee any fell in 
auction prices until at least 
the end of third quarter, by 
which time the major part of 
the crop is harvested. But 
average tea prices for the 
current year will be h ighe r 
than last year." 

The Indian Tea Board has 
yet to fix the production and 
export targets for the cur- 
rent year. 

According to tea industry 
officials, however, the pro- 
duction target for 1998 will 
be between $30mkg and 
840m kg, compared with last 
year’s actual prod action of 
810 . 6 m kg. 


“This is in sptte of south 
indta lasing some crops in 
April and parts of Assam 
getting hit by hail storms,” 
said Paramount Tea’s Mr 
Dudeja. 

-Because of the snstataed 
cam p ai g n to bring new land 

under tea, especially In non- 
traditional areas and the 
replantation and rejuvena- 
tion of tea bushes. India's 
production base is expand- 
ing,” he said. “Production 
from new and rejuvenated 
bushes can compensate for 
crop loss in some areas,” he 
added. 

Industry officials say 


India’s tea exports in 1998 
will rise by at least ITmkg 
to 220 m kg. 

“Russia is once again 
showing a distinct prefer- 
ence for Indian tea. as are 
some other Commonwealth 
of Independent States con- 
stituents- - Pakistan, which 
imports nearly I50m kg of 
tea, is expected to buy more 
from India,” said Mr Sen. 

“The lowering of Paki- 
stani's import duty to 55 per 
cent from 85 per cent will 
help us. But our export to 
the UK may fell because in 
Kenya business Is back to 
normal.” be said 


on news 
of Iraq 
sanctions 
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Gwalia companies in family reunion 

Two Australian mining groups decide even bigger is better, writes Kenneth Gooding 

H arry Oppenhetmer. 99 per cent of the companies' which is absorbing Consoli- As part of the merger dea 
doyen of the world's shares voted in favour of the dated, was - in production one of Consolidated’s bi 
mining industry, merger. terms at least - one of the customers. Cabot Coruort 


H arry Oppenhetmer. 
doyen of the world's 
mining industry, 
backed a project seven years 
ago in Western Australia 
that aimed to bring 
long-term price stability to 
the tantalum market. 

This heavy metal is 
mainly used in electronic 
components for such thing s 
as laptop computers and 
mobile telephones. 

One of Mr Oppenhehner’s 
family investment compa- 
nies put money in 1991 
towards the expansion of a 
big tantalum mine owned by 
Gwalia Consolidated, the 
world's biggest producer of 
the metaL 

Now he is being offered 
the opportunity to enlarge 
his Western Australian 
Interests. Gwalia is merging 
with an associated company, 
Sons of Gwalia, one of the 
top five Australian gold pro- 
ducers. 

The Oppenheimers will 
have about 5 per cent of the 
merged Gwalia group and, 
according to Peter Lalor, 
managing director of both 
Gwalia companies “they are 
very happy to have exposure 
to gold, industrial minerals 
and a dividend flow”. 

Other shareholders have 
also reacted positively. Last 
week holders of nearly 


99 per cent of the companies' 
shares voted in favour of the 
merger. 

Societe Gen&rale, the 
French investment bank, 
will be the biggest share- 
holder, with nearly 10 per 
cent, while Mr Lalor and his 
brother Chris, an executive 
director of both companies, 
will have 3 per cent. 

The Lalors have been 
directors of both Gwalia 
companies since 1981. and 
some analysts have been rec- 
ommending a merger almost 
ever since then. 

Sons of Gwalia owns 19.6 
per cent of Gwalia Consoli- 
dated and Consolidated owns 
179 per cent of SoG, cross- 
shareholdings which made 
both companies practically 
bid-proof. “Doing away with 
those cross-holdings is posi- 
tive as far as the market is 
concerned.” says Peter 
Lalor. 

After the merger two other 
key issues will quickly have 
to be dealt with: construct- 
ing a board for the combined 
Gwalia group; and deciding 
whether Gwalia should 
remain committed only to 
Australia or expand interna- 
tionally. • 

Even by Australian stan- 
dards. the Lalors have come 
a long way in a short time. 
Only 26 months ago SoG. 


which is absorbing Consoli- 
dated. was - in production 
terms at least - one of the 
alSO-ranS among Austr alian 
gold miners. Its main claim 
to feme was that it was the 
first gold mining company in 
the world to start seriously 
hedging its production. 

Three quick deals then 
propelled SoG into fifth 
place among Australian gold 
producers and a place in the 
FTSE Gold Mines Indav. its 
annual gold production 
jumped from less than 
200,000 troy ounces in 1994-95 
to nearly 500,000. 

The deals gave SoG six 
minaa an d three processing 
centres in Western Austra- 
lia. The three key mines are 
the Sons of Gwalia at Leo- 
nora; Marvel Loch, near 
Southern Cross; and YUgam 
Star, a little fertbar south. 


S oG’s rapid expansion 
took place just before 
the gold price collapsed 
and mmp of the acquisition 
prices now look on the high 
side. SoG reassessed its 
assets last year and wrote off 
a net A$58m (US$38m). 

Over the years Gwalia 
Consolidated developed Into 
the world's largest lithium 
minerals producer as well as 
the biggest producer of pri- 
mary tantalnm 


As part of the merger deal, 
one of Consolidated's big 
customers. Cabot Corpora- 
tion of tbe US. will take a 
placement of SoG shares, 
raising A$30m, to cement the 
relationship with 7 per cent 
of the new group. 

Mr Lalor says the merger 
does not not indicate any 
lads of faith in gold, which 
will contribute more than 75 
per cent of revenues and 
enable SoG to keep its place 
in the FTSE Gold Index. 
Also, SoG will continue to be 
one of Australia’s big gold 
explorers, spending nearly 
A$3Qm this year. 

The SoG board has to be 
revamped because of the 
merger and because Jim Ain- 
sworth, who retired as chair- 
man of SoG recently, left a 
gap for at least one director 
with technical expertise. 

“We will have a good 
finan cial performance this 
year and a new board, so it 
win be an opportune time to 
complete a strategic review 
and to look at oar next stage 
of development,” says Mr 
Lalor. 

He has some personal mis- 
givings about SoG spreading 
its interests outside Austra- 
lia. But he concedes: “If we 
want to stay a global player 
we probably have no choice 
but to go overseas, nniAsg we 




find something really big in 
Australia. 

“We will have a strong bal- 
ance sheet, so we will be 
ready for expansion. The 
question is; where wfll we 
get the return we require? 
We've had a return on share- 
holders’ funds in wmat of 15 
per cent far 10 years in a 
row. So we will be cautious. 
But we have to grow.” 

Mr Lalor says tbe new SoG 
will stick to gold and indus- 
trial minerals and ft will not 
explore outside Australia - 


any international expansion 
will be by acquisition. 

There is one element in 
SoG’s philosophy about 
which. Mr Oppenheimer 
might hot be entirely sympa- 
thetic. By some accounts he 
is not keen on gold produc- 
ers hedging future produc- 
tion. Same gold bulls suggest 
this process puts a “cap” on 
gold price rises. 

Mr Lalor paints out that 
many Australian gold com- 
panies were set up by their 
present managements at the 


start of the boom that took 
the country’s annual gold 
output from only 20 tonnes 
in 1981 to 300 tonnes. 

“They hedged for survival, 
to protect their capital 
base,” he says. *Tm running 
a business, not a speculative 
entity. We hedge to cover 
capital costs, exploration 
costs and payment of divi- 
dends. We pay a 25 cent 
fully-franked dividend to 
yield about 6 per cent With- 
out hedging, we couldn't 
guarantee dividends.” 


Oil prices opened stranger in 
European trading after the 
United Nations Security 
Council announced it was 
maintaining sanctions on 
Iraqi production. 

June-dated Brent blend 
started the day at $1495, up 
more than 20 cents on Man- 
day's London dose following 
strong trading on the Singa- 
pore international Monetary 
Exchange. 

However, the contract 
traded flat throughout the 
rest at the day and settled at 
$14.36 on tbe International 
Petroleum Exchange. \ 

The UN decision on Iraq 
was made after day-long 
meetings, and although it 
was not a surprise, the out- 
come extended the improved 
tone in the market, which 
bad been sparked by talk 
that more output cuts by 
OT EC were possible. 

Erwin Arrieta, Venezuela’s 
oil minister, said further 
cuts could come before an 
OPEC meeting to be held in 
Vienna in June. 

On the London Metal 
Exchange copper slipped but 
held above Sl.SSO a tonne. 
Copper was stalled by tech- 
nical selling, with $1,900 
seen as a chart barrier. 

Dealers said that ship- £ 
meats of Russian standard 
cathode were beginning to 
arrive in Europe but LME 
stocks continued to fall, pre- 
miums remained high, and 
the market continued to be 
tight. Prices peaked at $1,887 
before ending down a net $9 
at $1,883 a tonne. 

Zinc slipped in spite of the 
news that BoUden had shut 
down its Los Frailes lead- 
zinc mine in Spain. 

Cocoa futures closed lower 
on Liffe after felling to break 
through the £ 1.100 barrier. 
Dealers said there was shut 
covering by funds in early 
trading but trade selling 
stemmed the potential gains. 
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Dae 70100-0150 70350 70075 2S6 

Fata 7120-0.100 71.400 71.150 59 

Apr 72225-0025 72275 72200 18 

Tfllal 7354 

M LEAH HOGS Qg (40,0008 m: epaWPa) 

Jot 001275-0225 60600 60100 1121 

JM 60200-0075 60660 59850 1210 

to 57360-0225 56.050 57475 469 

Oct 54200-0050 542m 53350 147 

Dae 54200+0100 54300 5(200 49 

Feb 58L075 -0125 58200 57.400 16 

TOM 1IM 

M P06X B&LESOE <402908)3 ceatsft* 
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ENERGY 

M CRUDE 01. NVKXP200 berets. Marta) 


May 

7430 

_ 

_ 

_ 

_ 

77 

top 

7350 

-035 

- 

- 

- 

10 

Hot 

7550 

-Q25 

7550 

7550 

39 

688 

Jaa 

7730 

-025 

_ 

- 

- 

94 

Mar 

7950 

-035. 

- 

- 

- 

1 

TOM 
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M SWA6EA«OTpman)Ptecana«)tagfa9 


Ktrti dose 

Open tat n/a 

Tdte Italy fira* a h 

M MR apadtl M|b grade (S per tame) 


Ckae 

Pmtaua 

Hgtetaw 

AM UcU 

KM ctace 

Open tat. 

Tali rtdjr pnunr 

M COPWn. grade A 

10915-945 

1097-975 

10975-98.0 

ate 

n/a 

IS pertamd 

1120-21 

1123-24 

112871113 

11243-233 

1115-17 

Dot 

1667-68 

1977-78 

Preteous 

1869-70 

1878-79 

lasmiw 


188671867 

AM Official 

1862-62.5 

1873-74 

km dose 


1663-8* 

Open taL 

n/a 


Tote Italy tanner 

n/a 


M LME AM OnetM DS rate: 13870 


UE ChMteg OS rate: 13700 



Utetf Daye 
price dang* High 

Jun 1533 +021 1538 

JM 1003 +022 1635 

tag 1628 +021 1042 

Sep 1064 +020 1064 

Oct 1630 +016 1081 

Ho» 1097 +014 1067 

Total 

M CBUPEOareB/tetmt 

Latest Day's 
price ctaange Mph 

JU> 1426 +015 14.45 

JM 1438 +018 14,75 

Aag 1437 +019 15m 

Sep 1418 +014 1522 

Od 1523 +006 1145 

Bn 1552 +036 1163 


Late W U 

1537 50208 129k 

1483 14316 61404 
1026 5515 34185 
1633 4>Z74 26,400 
1077 2356 16330 
1093 1205 10385 
SBJP54E*22B 


1426 21246 61,471 
1438 11103 48342 
1457 2520 21591 
1413 833 12304 

1524 276 6283 

1532 319 11393 

d/I oAi 


fey 64150 -100 65050 54000 9355 11131 

-M 64100 -400 65030 63000 27283 69246 

Aag 642J5 -4.75 64050 63050 1,282 1128Q 

Sap 63000 -275 634.00 527m 238 1156 

Rot 62400 -1.75 62850 61930 0206 40588 

63230 - 13 ) 634m 62000 55 2100 

TOM 46534 148513 

M 5PTABEAH 00 C8T (BOJOate arttrtQ) 

May 2027 -052 2085 3008 8580 18570 

JM 2058 -035 2920 2829 14038 89320 

Aag 2069 -037 2000 3.43 25»4 17325 

Sap 2832 -054 2832 2855 674 9219 

Oct 2820 -0.42 2850 3.10 1,143 0732 

Dec 2010 -034 2831 27.90 4200 22255 

TOM 35J8M 185555 

M SOYABEAN KM. C8T POO (DOT; Sim 


Apr 27 Plica Pmr. day 

DMy 133009 130759 

M COfffflFTE {5 taansa; Stawe) 

May 1817 +67 1619 1780 1781 10,663 

Jul 1747 +62 1748 1700 1494 22546 

Sep 1710 +55 1710 1685 616 14® 

NOT I860 +55 16BQ 1663 206 1282 

JOT 1645 +55 1650 1650 4 142 

MW 1610 +55 1575 1570 17 246 

TOM 7,103 41588 

M Him* “C* CSCE <3730088; ceatsPs} 

May 13115 +0.75 13750 13400 443 2591 

JM 13245 +035 13435 13250 4569 11147 

Sep 128.65 +155 13050 12830 1,423 6546 

6k 12430 +025 12850 124m 623 1301 

Mar 12130 +02 12350 12130 1Z7 1,730 

May 12055 +05S 12150 1202 110 755 

TOM 7,791 33501 

M COBCE {CO! (US cwto/pomto 

Apr 27 Pn*. day 

Coop, defy 11226 11141 

IS^nanpe 12071 121.11 

M 9MTES0BA8 UffE (SO tomes; Sftmnet 


56350-0700 57.600 55.750 1,133 
5130-1.050 31600 54550 1594 
52360-1360 5(400 52550 161 
47300 - 48.100 <7300 3 

<0050-0.400 46400 41050 18 

V0B 
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LONDON TRADH) OPTIONS 

SbMa prtea S feme — CaBe— — Pate — 


CROSSWORD 

H 3 S*Er*mSSSSuE 


G97%) LME 

1450 

1500 

1550 


M6 Oft. KTMEX {*2500 US gMfr; oUSpMaJ 

latest Day's Open 

prtea dnogs W La W U 

4150 +042 4165 4110 11195 17513 
4455 +544 44m 43.70 11360 41508 


Me? 1563 -13 1613 1585 10345 24266 

JM 1615 -07 1642 1605 12566 54506 

Aag 1625 .12 1615 162.6 5® 11230 

Sap 1642 -1.0 1662 1617 816 12339 

Oct 1642 -28 1S8L3 1833 1307 7J61Q 

Dr 1665 -08 1617 1665 1808 19.717 

Total 30508 13B5B4 

■ POTATOES UffE (ZD toanas; £ par tonne) 


2475 -23 2515 2475 1,746 16366 

251.7 -14 2515 2513 546 10538 

2S65 -23 2595 2513 56 1,486 

2623 -14 2645 2935 37 1420 

2874 -12 zeas 2885 3 511 

2714 -02 2743 2715 1 103 

1399 3U28 

1 11' CSCE (11 2, OOOfcs; caabAM 


Sint 1,6877 3 l*K 1 6G08 E ite 15851 9 nte: 1 6499 


*4.75 

♦634 

4436 

4450 

4,802 19275 

May 

1003 

+25 - - 

_ 

140 

45.70 

+026 

4535 

4535 

632 13357 

tes 

1005 

- 

- 


46.75 

+034 

46.90 

46.65 

474 11516 

Hot 

760 

_ _ _ 

_ 

3 

4730 

+039 

4000 

47.65 

404 &400 
36361171,380 

Mar 

Apr 

ToU 

1005 

1535 

-15 157.0 1533 

100 

100 

838 

1528 


856 -O.IB 104 85512370 192*7 
855 -0.16 183 854 9396 81475 
a 37 -0.13 172 335 1212 50395 

148 -0.12 933 148 1391 21518 
152 -6.10 164 154 11 3293 

935 -111 160 935 35 1500 

8390181578 

I NYCE [5050Mb; cena/DM 
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1900 

3950 
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1500 - 
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Sap 
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ah 

- 

- • 

- 
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- 

- 
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■ 

- . 

- 
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- 

- 

. - 
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- 

- 

, . 

OH 

- 

- 

- 

JM 
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JM 
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32 

66 
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25 

81 
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19 

58 

222 

29B 

JM 
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JbJ 
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62 

60 

17 

23 

46 

74 

26 - 

32 

S3 

60 

38 

43' 

Job 

JM 

Jm 

JM 

34 

71 

- 

58 

18 

51 

- 

. 

10 

30 

- 
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LONDON SPOT MARKETS 


N GAS OX PE (Staan) 


M BtaSHT PBM QH=E jBQjtedn pOTnQ 
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price change Mgh 

Lot* 

Vot 

tat 

Apr 

8455 +020 8100 

84.10 

306 

424 

May 

8455 +0.1Q 8130 

8*50 

9,660 10801 

tea 

8555 +020 8180 

8480 

174 

2572 

JM 

85.9? +015 8636 

8650 11,730 28.129 

tog 

8530 +055 86.10 

86.10 

1D2 

1,645 

Sep 

8555 +005 8130 

64.40 

859 

6534 

TOM 
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540 Darit 
pike ctamae IBgb 

135m +150 13550 
13100 +0.75 137m 
isaoo +630 13175 
1*075 +0,75 14125 
14175 +025 14175 
145.75 +6.75 1*6.50 


0m> 
VM tat 
5555 2*392 
3411 20.765 
1.139 10265 
243 9399 
714 11211 
561 13349 
11300131430 


tor 

1008 

-2 

1008 

1008 

2 

530 

■ay 

985 

-15 

970 

965 

12 

385 

Jaa 

940 

-10 

940 

940 

7 

51 

JM 

920 

- 
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8 

327 
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1045 

-10 

1045 

1045 

5 

1G3 

Jaa 

1070 

-ID 

p. 

_ 

_ 

58 

Told 

Ckn 
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6330 +630 6180 B32D 1574 512 

6529 +634 6550 6426 1533 32205 
6106 +648 68.10 67.65 120 1705 
6940 +0.48 61« 6825 2550 32747 
7035 +045 7030 7045 112 6531 
7135 +042 70.70 7030 IS 2594 
a h ah 

E3MX NYCE (15500to: oaoMM 


9930 +035 9930 9730 ISIS 6344 
1022S +0 75 10100 10155 1811 13519 
10S35 +075 10520 10420 «3 4567 
108.60 +675 10730 10750 54 1700 

11135 +6.75 409.10 10750 62 1345 

114.10 +0.75 11330 11325 78 792 

tite oh 


• wraiALGAsrenffliBrogBapgtMii 


Jra ai 
TetM 

nwsmuL 


9280+6530 1380 0380 5 1310 

9190+0050 - 2555 

610 20260 

imax n 0.000 nafla.; smncaj 


PULP AND PAPER 

M WtPSt OMLX (USfc 24 eefty taiM 


GoUProyod 

Ctas 
Opening 
Mento to 
Atea ean fit 
Dayk High 
tor's Low 
Reristtrion 
tneeUnMa 

1 mens* — 

2 month* 

3 manna — 
She Re 
SP* 

3 maths 
S mollis 
1 year 
GaUCetof 
ttugaiaud 
Ntokleaf 


S priea £ tail SFreqMr 

aPJBMOMO 
3083030900 

Stum 184.790 456305 

30145 18(746 460553 

30B3M0UD 
3064HD630 
J1 00031050 

1 HoU landtag Sake (to USS 

451 Siwnttet 4m 

4.(2 12 manat; 191 

453 

p my ro us ea apw. 

36855 61330 

37030 615.45 

370.85 61330 

37155 S10L40 

$ price Em?*. 

312-315 187-189 


UK Cay's 
taka chapa Ogfa 

22® -ami i3is 
2280-6505 1345 
13ZD-4L002 1375 
2555 - 1410 
1355 - 14W 
1390-0002 1435 


Open 

Lm Val tat 
2230 40561 20.432 
125Q 24351 36513 
2310 8345 23,1® 
2540 4521 21.114 
1350 3336 15353 
1380 1196 15.110 
BVMUO&B 


» Open 

price chnge Mgh Low Vri U 

-kn 536.00 +100 53&00 53550 8 549 

Sip S730 +350 55750 557.50 3 308 

Total 


roUNE DATA 

fen htoeK rod Wmm 6M> roam lor came 
haded on ONEX, NTMEX, CBT, NVCE. O C. C8CS 
rod PE Crate 08 an one day n aneers. Mem 8 
Open Herat ttdc are fcr Ml Mded moMha 


MIUSS DATA 

ft tatws tea typied by CMS 


m IMEADH) GASOIME 

WMEX<4250QH3ga9L;c0Brofcl 
LMett Dayte 



pika ebaaga HV> 

taw 

Val M 


51.65 

+071 

61.76 

5050 18J14 20746 

ten 

52.75 

+OS1 

6280 

8150 13522 48510 

tea 

S3 an 

*3.88 

BIM 

6280 

2,773 10485 

Aag 

5140 

+064 

TIBI 

5350 

SOS 12522 

top 

5250 

+054 

6100 

5258 

1.145 11251 

Oct 

51.60 

+039 

5i.w 

5150 

7BO 4360 

Total 
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Tea troro Thomson Lloyd A Ewart . 

Tiara was much lass demand at kmw 
ratae. Brighter Squaring BPte dactewd by 
20 to SD cards on araraga wtth n wauTg 
and lower madkm easier by ztWOoerda. 
Brighter and cafotey PHn depnt«ed on 
average by 20-30 cants. UB** 8r 
medium* were aateer by about 1(W!0 
cents. Briber and ootMiy matfum Pi* 
fee By 2&«) rants white 8**ar matftaiw 
wm stout 5.10 cents tatter with lowar 
medutna teSteg by ««0 cants ind Up to 
30 cans later. Ousts o< ell daecrfrrilo n wars 
etxsa 20-30 eeras. Seeonday 
terwnngs and ousts w« easier. 


INDICES 

M teAn (Bag 181901 ■ 100] 
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M onOCOLPOBBMrbanq 

+«• 

Ddta 

S12.6325TO 

+C240 

BnM BM ftatad) 

51353458 

+C300 

BmaBtaMUaM 

S1458A41 

+0290' 

W.Tl 

S1148451X 

+0.180 

M OLlWnoClSNKEpBnptiiroray CF(tannaj 

Prentaen {taaoBaa 

9168-168 

+3 

&bU 

5136-138 

+1 - 


373-75 

-2 

MMOm 

5128-132 

+3 

JM tad 

3145-147. 

+2 

Haste 

9141-14230 

+25 

m MamN.6A5<taEfe«» 


BaeWW« 

030040 

+055 

aaMaksktatagniMW 


■ om 



Gdd (per taJfOZ)* 

«anans 

-220 

9aar (par figy odi 

61150c • 

- 

PMMrto (par top 

340950 

+150 • 

Madm (per Bey roj 

537200 

*vm 

Dapper 

900C 


UtaHUSWD 

4550C 


Tk pMa Ubtom) 

zi.Xr 


Tta (Nn Tort) 

m3 


OflaCheaMtoQ 

BSJ3p 

-1.48* 

Steep Ore wetoM 

W5to 

•248- 

npffi* wvnr 

E757p 

-456- 

U&torasBtaM 

S2285D 

-2.40 

1 *. day sugar TOffi 

B2S1J0 

■flai 

Badw f"0 kafl 

Uto . 


MMta(US NB3 ypsm) 

£10950 


IMdSlMtoH 

an 


»«■ man* 

<aJ5p 


fttabtapteflf 

4775P 


EMbar BORSBitoi) 

29950a 
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B signifies the same unconventional word wher- 
ever it occurs in clues 


®55y -365 

totM OP Mto-ft 6825 -15 

awf«§ SJOCLOy 

(Ua 1883 

ana tUBOfK tadte 84. W 

maops (B*s sqm aisp 

Ceafeaa wte eBantei aael p mcota com r OTxat 
» AMJt s tea Vladas Pteent^fS 
TOwr . «d. Jtaa * 

taec dripsgu 


ACROSS 

1 Jester (western, for exam- 

• pie) lacking a tawdry little 
piece (6) 

4 SeeU 

10 PDofs VHP produces min- 
ute change in fruit (9) 
ll, 4 B country saiij to have 
control in relation to the 

• people (5^) 

12 Mourn with enthusiasm? 
(4) 

13 Drink with journalists or I 
will stop interfering ( 10 ) 

15 Some of you till united 
returned to invalid state (7) 

16 Difficult, like Nixon (6) 

19 Afterthought to charity in 
the Bible (6) 

21 Pale Quid for seven days to 
start with, they say (4,3) 

23 A brief phase where alter- 
native compiler is vocal, 
uttering maxims ( 10 ) 

25 Stop to investigate nothing 
C4) 

27 Reception of woman among 
the French (5) 

28 One forward stroke after 
six balls seems OTF (9) 

29 State opposite to that of 15 
shown by ITV daily (3) 

30 B city gets spin-doctoring 

fever (6) 


5 Drink up without agree- 
ment: it looks lflcA a lnqkw 
(7) 

6 Lefenu’s work can use IDs 
constructively <5J>) 

7 City is in first place, they 
»y (5) 

8 Present company must 
stick together (6) 

9 Damage among decision* 
makers (6) 

14 Secretary etc shortly to fin- 
ish as sweetheart? (10) 

17 Monarch embracing topless 
setter in Northants (9) 
i« The B girl has a lot of work 
for male setter (2,6) 

20 Southern states half 
southern? Divine! (4J) 

21 When Shakespeare's B tale 
was written, badly, lacking 
time (6) 

22, 24 B jlaywright out erf five 
A - five each, five all 16JS) 
26 River or poem on one (4) 
Solution 9,667 


i. . 

- 4 - 


Sc*- 


s '’•u 
. ra 




DOWN 

1,2 B ruler with yuletide out- 
look (4A9) 

2 Some land on the eastern 
Mediterranean (4) 


Qisncian ufjonunian 
ana a ra □ n 
runnnms OQnmstJQn 
ra □ h n n ii u 
nanHtna □iinnELian 
□ n n ana □ □ □ 
HBnans n n 
a a Qaananra li in 

„ □ a annas3^ 

n a a bqd □ □ ni 
Manannaa aaanEu 
m □ □ a pi ti o 
mnsaaana □nausni 
a r n w n a n 
aotnnancin nmumfi 
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LONDON STOCK EXCHANGE 


Footsie stages powerful rally on back of Wall St 


FlSEAlt'Sharelndn 


EmAyshatntiadMl 

•«N 


MARKET REPORT 


By Steve Thompson, 

IK Stock Market Editor 


London stocks staged a 
powerful rally yesterday, 
recouping wen over half of 
the ground lost on Monday. 
The threat of a rise in US 
interest rates after the next 
meeting of the Federal 
Reserve's open market com- 
mittee was watered down. 

The change of heart affect- 
ing London stocks came 
mainly from the US. where 

one of the infingntiai news- 
papers published a story 
that a rise in US rates was 


not as dear cut as indicated 
the day before by another 
US publication. 

London's marketmakers 
welcomed the apparent 
change of heart across 
Europe concerning US inter- 
est rate policy, and drove 
share prices sharply higher. 
They said the rate stories 
had been overplayed and 
markets would have to wait 
for more evidence about US 
economic trends before 
judgement could be made. 

But other traders insisted 
global markets would react 
more to valuation fundamen- 
tals than economics. They 
said London and Wall Street 


were both in dangerously 
high territory and a further 
decline by both markets was 
imminent. 

“London is flying around 
and you have to feel that the 
euphoria can't last. We've 
been hoisted today by pro- 
gramme trades on the buy 
side, but I don't feel there is 
a lot more behind those," 
said a senior marketmaker 
at one of the big interna- 
tional broking houses. 

There were suggestions by 
dealers that some of the 
aggressive buying In the 
market could well have 
come from the “big four" UK 
fund management groups 


that have underperformed 
the main market indices 
over the past year and more. 

Sentiment in London was 
only marginally dented by 
rather disappointing trade 
figures and another bearish 
survey of industrial trends 
carried out by the Confeder- 
ation of British Industry, 
which said exporters’ confi- 
dence was at its lowest ebb 
for IS years. 

At the close, the FTSE 100 
had rallied 84.2 at 5.806.6, 

having hit a day's peak of 
5,823.4, up over 100 points, 
an hour into the Wall Street 
trading session. 

Overnight, Wall Street's 


Dow Jones Industrial Aver- 
age fell over 220 points as 
the interest rate stories 
boiled up, hitting sentiment 
in both bond and equity 
markets. 

Yesterday saw the Dow 
come in sharply higher and 
approaching 100 points up as 
the better feeling on US 
interest rates stimulated an 
early injection of funds into 
the US market. 

London's second-liners and 
small caps underperformed 
the leaders, with the FTSE 
250 finishing 3 .9 hig her at 
5,567.9 and the FTSE SmaH- 
.Cap UP 1.9 St 2£28£. 

Leading stocks made prog- 


ress from the outset with 
financial stocks, notably the 
big mortgage lenders, in the 
forefront of the advance on 
the view that the sector had 
been heavily oversold during 
recent sessions and now 
offered good value. 

News from annual meet- 
ings held by Barclays and 
Northern Rock tended to 
encourage buyers of those 
shares, with the latter's com- 
ment that it was maintain- 
ing market share a strong 
bull point 

Turnover in equities 
totalled a rather disappoint- 
ing 801m shares by the 6pm 
cut-off point. 
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3 BrewteR itaSftst, 


Went performinB sectors 
1 HSUMlKM ©was nw* 

i 0dm Rwncul — - 

j mmaa ... 

4 Support SflWM . 

5 mu - 


Genco in 
takeover 
talk 


COMPANIES REPORT 


By Joel KBazo, Pater John 
and Martin Brice 


As the dust from the latest 
joust in the electricity sector 
starts to settle, investors are 
looking around for the next 
scrap. 

Texas Utilities and Pacifi- 
Corp, both of the US, have 
been fighting for the hand of 
Energy Group. Texas - with 
28 per cent of the equity and 
a 20p-a-share bid premium 
over PadfiCorp - looks the 
more likely winner. Conse- 
quently. the market is specu- 
lating about where Pacifi- 
Carp will turn for comfort 

Among the theories buzz- 
ing around yesterday is that 
it might take a crack at 
PowerGen. 

Some analysts said the 
generator has much that 
would be attractive to Pacifi- 
Corp, but the government 
still has a golden share, 
which would be a barrier, 
and PowerGen is believed to 
be keen to make its own 
acquisitions. One scenario 
could be a reverse takeover. 

The stock, which was 
partly supported by interest 
ahead of the results season 
and recommendations else- 
where in the sector, rose 4 to 
781p. 

Goldman Sachs was rec- 
ommending Scottish Power, 


and Merrill Lynch gave a 
boost to National Power. 

Scottish dipped 1714 to 
542V4p. but National 
improved 11 to 568p. 

Finally, British Energy 
jumped 18 to 546p with sup- 
port from Credit Lyonnais, 
which argues that the stock 
is the cheapest in the sector. 

Retailer Sears rose to the 
top of the FTSE ISO best-per- 
formers list yesterday after 
brokers recommended the 
stock following better- than - 
expected results. 

The company also 
announced a capital return 
to shareholders once its Self- 
ridges and Freemans units 
are demerged later this year. 


The shares closed 4'/, or 7.67 
per cent ahead at 59%p. fol- 
lowing hefty trade of 13m. 

Dresdner Klein wort Ben- 
son was said to be among 
brokers that rate the shares. 
The broker predicts pre-ex- 
ceptionals profits of £82m. 

The robust figures from 
Sears helped trigger interest 
In Next The shares had been 
a weak feature since the 
high street fashion retailer 
issued a profits warning last 
month. 

Yesterday the shares 
jumped 24 to 500p. Morgan 
Stanley Dean Witter was 
said to have highlighted the 
stock in a list of European 
shares that have fallen lfl 
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London mortal data 
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per emit or more from recent 
peaks. 

Plans by Scottish & New- 
castle's Scottish Courage 
unit to consolidate its on- 
trade operations in its four 
regional trading companies 
were appreciated by the mar- 
ket yesterday sending the 
shares sharply ahead. 

The company said the 
plans, which will result in 
the loss of 300 jobs, will be 
Implemented fully by the 
end of 1998 at the latest 

SBC Warburg Dillon Read 
is believed to have upgraded 
its recommendation on the 
stock to “buy” from its pre- 
vious “add" stance. 

The broker is said to have 
made the same move on 
Bass, up 25 to £11.12, and Is 
also reported to be positive 
on Whitbread, which gained 
15 to £10.45. 

Planned disposals of some 
of its spirits brands contin- 
ued to boost Diageo. The 
shares appreciated 26 to 
717p. 

Banking stocks, under 
pressure on Monday because 
of their sensitivity to inter- 
est rate concerns, recovered 
yesterday in a belated 
response to a review from 
Morgan Stanley Dean Witter. 


which upgraded several 
stocks in the sector. 

Barclays, raised to “out- 
perform" from “neutral" and 
given a share price target of 
£20.26. gained 7 to £17.37. 
Barclays said that on Mon- 
day it bought back 700.000 
shares at a price of £17.38 
each. The previous trading 
day it purchased 400,000 
shares at £17.66Jip per share. 

National Westminster 
announced just before the 
close that it had bought back 
600,000 shares at £11.32 
through Cazenove. 

Royal Rank of Scotland, 
which also featured in Mor- 
gan's list of favoured stocks, 
ticked up 46 to 9llp. 


Glaxo benefits 


CONTRACTS & TENDERS 


CROATIAN INSTITUTE FOR HEALTH INSURANCE 

HEADQUARTERS 
10 000 ZAGREB, Margaretska 3 
Republic of Croatia 

announces the following 


Meanwhile, Glaxo Wellcome 
saw belated benefit from 
Monday’s recommendation 
by Goldman Sachs. The 
shares added 60 at £16.07. 

Non-life insurers were 
steady in spite of comments 
by General Accident about 
the level of weather-related 
claims. 

General Accident told its 
annual meeting that severe 
weather, especially in Can- 
ada, would increase claims 
in the first quarter of 1998 by 
£30m over last year's figure. 

It added that the addi- 
tional claims, together with 
strong competition in a num- 
ber of markets, will reduce 
results for the first quarter. 

However, analysts said its 
losses and those for Guard- 
ian Royal Exchange in the 
first part of the year were in 


line with market expecta- 
tions and unlikely to change 
forecasts for 199S. General 
Accident was up 13 at £1 &23 
while Guardian slipped 2 to 
394p. 

Transport stocks saw buy- 
ing interest, with bus stocks 
highlighted by the news that 
rural bus services would get 
an extra £42m ibis year. 

Railtrack kept its head 
above the £10 level, as the 
stock rose 20 to £10.30. The 
company has been told by 
John Prescott, UK deputy 
prime minister, to rescue the 
troubled high-speed Channel 
tunnel link within three 
weeks. 

Stagecoach rose 19 to 
£11.26% with sentiment in 
the stock helped by news of 
its innovative £368m bond to 
buy new trains. 

Bus group Go-Ahead rose 
4 to 636p and Arriva rose 5 
to 421p. 

Investor enthusiasm for 
engineering stocks was high- 
lighted as Vosper Thoraey- 
crofl said Schroder Invest- 
ment Management had 
bought lm shares in the 
company, or 3J58 per emit 
taking its stake to 5.3m 
shares, or 1657 pa- cent The 
stock was unchanged at 
TTTVip. 

Trust Motor rose 5 to 189p 
after it said it was still in 
talks with management on a 
possible offer. 

Software company Pega- 
sus Group gained 5 to 355p 
after it made a bullish trad- 
ing statement at the annual 
meeting. 

In the same sector, Spargo 
Consulting gained 6 to 
261%p after it said current 
trading was at a record leveL 

Clothing group Alexandra 
Workwear lifted 2 to 142p in 
response to a sharp rise in 
profits. 

Biotechnology company 
Peptide Therapeutics rose 10 
to 290p after the company 
’announced a collaboration 
with Pasteur Merieux- 
OraVax to develop a vaccine 
against hettcobacter pylori, a 
major cause of peptic ulcers. 
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■ Major Stocks yesterday. 


INVITATIONS TO BIDS 

to select the most favourable bidder for supply of dentist's equipment 


In articles VIH and IX in text of Invitation to bid published in '“Vecernji list” and “Financial Times” and 
transmitted on Internet on April 22, 1998, changes are made about new deadline for bid submitting, rime and place 
of public bid opening as follows: 


VUI The bids must be delivered in closed and sealed envelopes by mail or personal delivery, with the name and 
address of the bidder and the following mark: “BID FOR INVITATION TO BID - SUPPLY OF DENTIST’S 
EQUIPMENT - DO NOT OPEN!” until May 23. 1998, till 9.00 o'clock, in the following manner 
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- until May 22,1998 tin 16.00 o’clock on the address: Croatian Institute for Health Insurance - Headquarters, 
10 (X)0 ZAGREB, Margaretska 3 - Room 13, EL floor, Republic of Croatia 
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- May 23, 1998 from 08.00 till 09.00 o’clock on the address: Zagreb fair, Aveoija Dubrovnik 15, Zagreb 
(South entrance, I. floor, hall “VIS’/’KORCULA”). 


The final term for bid submitting is May 23, 1998, until 09.00 o’clock however it will be delivered. 
Bids submitted after the stated deadline will not be evaluated. 
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IX The public opening of bids will be on May 23, 1998, at 09.00 o'clock on the address: Zagreb fair, Avenija 
Dubrovnik 15, Zagreb (South entrance, L floor, hall u V1S”r'KOR£ULA'*). The producers representative 
can be present at public bid opening only upon the presentation of the written authorization. 
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SECTION 8 WATER INDUSTRY ACT 1991 

NORTHUMBRIAN WATER 


42 Letoua & HctetapG) 

43 M«fe(41) 

44 HmfcR, Food(13} 

45 Retdes, Genara«4fl 

46 Tekeamnmlcalloestia 

47 Eknwte, Ptta S Rrs.K«) 

48 Support Sorted 


+0.7 334605 
+02 290705 
+0.1 3871.77 
+0.1 442171 
+07 2891.11 
+0.4 235204 
+17 370108 
+27 413153 
4767.70 
+07 361301 


GO OIUnES(229 


POSTPONEMENT NOTICE 


INTERNATIONAL PUBLIC BIDDING NR. 103/97 
ORIGINATING AT CAGECE 


The Central Bidding Commission informs all bidders that, 
owing to revision of the basic project of ETA - GAVIAO , 
the above bidding originally programmed for 27/04/98 at 
4:00 p.QL, has been postponed until June 29 th , 1998 at 
4:00 p.m. 

OBJECT - THE SUB-CONCESSION OF OPERATIONAL, , 
AND MAINTENANCE SERVICES AT THE WATER! 
TREATING STATION AT THE PACOHRIACHAO- 1 
GAVIAO SYSTEM PRECEDED BY CONSTRUCTION 
AND DUPLICATION WORKS ON THE STATION AND 
CHANNEL 

Information and copies of the modifications will 
be dis tributed at CAGECE, situated at Rua Laura 
Vieira Chaves, 1030 - Aeraporto - Fortaleza - Ceara - 
Brazil Tele/fax: (5585) 247-2432; ejnail- 

http//www.scca^.com.Wcagece- 


NOTICE IS HEREBY GIVEN that on 0 April 1S9S Northumbnan Water 
Limited of North tunbria Hoawr, Regent Centre, Coofbrth. Newcastle upon 
Trno. NE3 3PX applied to dm Director of Water Sorvkxj tar appahiDaent as a 
water undertaker to replace Hartlepool Water PLC In respect of Britmag 
Unu ted. Hartlepool Magnesia Works, CH4 Cemotarj Road, Hartlopeol, 

The application u> node in the ctrauMtoncee described by secUoo 7I4KU>I and 
5 of the Act in that the premiaes are supplied with not less iBan 230 m^olitras 
of water in any period of 12 months. 




A copy aftataaffdiratiM and annexed plan may be inspected free of charge at 
all reasonable bom at, Northumbrian Water Pity Me Offices, Abbey Road. PSty 
Me, Durham DH1 5PJ. 
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What does entertainment, 
transportation, food 
processing and water 
management have 
in common! 
Rockwell Automation. 

f+F Rockwell 


http :' www . roclcwoil.com 
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Hard-hit bourses fight their way back up 


MARKET FOCUS 


WORLD OVERVIEW 


European equity markets 
put on an unexpectedly 
robust performance after 
Monday’s retrenchment and 
Wall Street’s overnight tum- 
ble. 

The best stories came from 
the markets hardest hit on 
Monday, recoveries that 
were confirmed by a firmer 
Wall Street in early US trade 
yesterday. Athens recouped 
6.3 per cent having shed 12 
per cent over the previous 


two sessions, while Milan 
jumped <L8 per cent Madrid 
was 3 per cent better off and 
Frankfurt and Paris man- 
aged 2 per cent bounces. 

Ian Harnett at BT Alex 
Brown remains cautious, 
however, saying that Euro- 
pean markets look exposed 
to a 5-10 per cent correction 
in the short term. 

Mr Harnett argues that 

stronger-than-expected 

growth is leading to an 
upward revision in European 
interest rate expectations, 


bond yields and conse- 
quently the D-Mark. While 
continental equities have so 
far largely ignored these 
Increasingly negative pres- 
sures, he remains cautious 
on the short-tom outlook for 
European equities. However, 
any market weakness was 
more likely to focus on wor- 
ries about the outlook for 
bond yields undermining 
highly rated stocks such as 
drugs and financials, rather 
than dollar weakness under- 
mining the cyclicals. 


Earlier in the day, Asian 
markets were initially rat- 
tled by Wan Street’s over- 
night tumble, but many 
recovered their composure 
and recouped early losses. 

Tokyo proved an excep- 
tion, losing L6 per cent on 
top of Monday’s 2J3 per cent 
decline, as the yen drifted 
lower and worries over the 
outlook for the economy 
were compounded by news 
of record high unemploy- 
ment 

Geoffrey Dennis at Deut- 


sche Morgan Grenfell notes 
that emerging markets in 
recent sessions have been 
suffering their biggest cor- 
rection since the end of the 
Asian meltdown in mid- 
January. 

Asia aside, the rest of the 
emerging world had moved 
sharply higher over three 
and a half months, with the 
IFC composite index rising 
by 26 per cent between Janu- 
ary 12 and April 2L 

Under the circumstances, 
profit-taking was overdue. 


although the trigger for the 
latest fans has been concern 
about the outlook for inter- 
est rates in the US and Ger- 
many. 

Mr Dennis believes, how- 
ever, that with the Asian 
economic crisis and world- 
wide deflationary trends 
tikdy to be dominant factors 
over the medium term, the 
upside in global Interest 
rates could be limited. It fol- 
lowed that any sell-off In 
global emerging markets 
should be limited. 


Milan euphoria 
dented by falls 


is* 


Dow recovers 
as bonds 
turn higher 


Frankfurt rallies strongly as 
investors have second thoughts 


EUROPE 


FTSE Actuaries Share Indices European sen 


AMERICAS 


Wall Street made a cautious 
recovery in morning trade, 
although the Dow Jones 
Industrial Average remained 
below the 9.000 level at mid- 
session, writes Jo/m Labate 
in New York. 

The blue-chip index, which 
tumbled 147 points on Mon- 
day, opened with a burst of 
buying, quickly sending it 
more than 70 points higher. 
Those gains thinn ed consid- 
erably by early afternoon 
with the Dow up 25.41 to 
8,943.05. The broader Stan- 
dard & Poor's 500 climbed 
4-88 to 1 ,091.42. 

“The broader market is 
doing better than the aver- 
ages, with 2,000 advancing 
stocks and only 1,000 decli- 
nes." said Larry Wachtel, 
market analyst at Prudential 
Securities in New York. 

Investors seemed to favour 
small-cap and tech issues, 
sending the Bussell 2000 up 
5.43 or L2 per cant to 473.93. 
The Nasdaq composite also 
rallied, rising 16.64 to 
UJ36.95. 

Monday's sell-off in stocks 
and bonds came amid fears 
that the Federal Reserve was 
adopting a tougher stance 
and that interest rates might 
be on the rise In the near 
term. But investors were cal- 
mer in part on a report that 
despite the change in bias 
the Fed was unlikely to 
change rates soon. 

“With a 25 multiple on the 
S&P, you had better not 


have rising rates because 
money will Dow out of 
stocks and into bonds,” Mr 
Wachtel added. 

US Treasuries had moved 
little by midday, with the 
benchmark long bond gain- 
ing ft to 101 ft, sending the 
yield lower to 6.040 per cent 

Among Dow component 
shares, Walt Disney climbed 
$2ft to $123^ and Merck 62% 
to $115. 

Other health-related 
stocks made big moves. Phy- 
cor plunged $lft or more 
than 7 per cent to $20ft after 
a downgrading by analysts 
at Alex Brown. 

In the tech sector, Ama- 
zon.com, the onlin e book- 
seller. surged more than 10 
per cent or 68ft to S91ft after 
the company reported better- 
than-expected results late on 
Monday. Search engine 
Excite climbed $5 or 8.6 per 
cent to 662ft after Donald- 
son, Lufkin &Jenrette rated 
the stock a buy. 

TORONTO moved higher 
in early trading with the 
heavyweight banking sector 
rallying strongly. At noon, 
the 300 composite index was 
up 35.63 at 7,600.40. 

Banks, one of the weaker- 
performing sectors on Mon- 
day as interest rate worries 
cut a swathe through senti- 
ment, led the upturn. 

Royal Bank of Canada 
gained S5 cents to C$84.60 
and Bank of Montreal put on 
75 cents to C677-50. Canadian 
Imperial surged C$1.65 to 
C$50.55. 


Mexico City advances 


MEXICO CITY rose almost 2 
per cent as investors 
snapped up bargains after 
Monday's sell-off. The IPC 
index rose 94.28 to 5,004.05. 
Telmex, the market bench- 
mark, gained 0.45 pesos to 23 
pesos. It announced better- 
th an -expected first-quarter 
earnings on Monday, while 
Interacciones, the Mexican 
broker, raised its rating from 
“hold" to “weak buy”. 


SAO PAULO, which fell 
over 5 per cent an Monday, 
recovered ground as fears 
over a rate hike in the US 
subsided. Investors were also 
heartened by the govern- 
ment’s calls for the continu- 
ation of reform efforts fol- 
lowing the deaths of two 
reformist politicians last 
week. The Bovespa index 
rose 183 or 1.7 per cent to 
11.240. 


Johannesburg catches up 


soj^AraiCA 

Johannesburg pulled back as 
investors, returning after a 
long holiday weekend, 
marked share prices down to 
take account of sharp losses 
seen in other markets on 
Monday. 


The overall index lost 120.3 
or 1.5 per cent to 8,138.3 
while industrials lost 101.6 to 
9,689.1 and financials shed 
246J3 to 14,109.8. 

The weaker bullion price 
was behind a 53.6 or 4.9 per 
cent tumble in the gold 
index to 1,047.9. 


Having fallen to within a 
sliver of 5,000 in FRANK- 
FURT on Monday, the Xetra 
Dax rallied with almost 
equal ferocity yesterday, 
gaining 108.17 to 5.110.S& 

Shares moved higher from 
the opening bell in improved 
volumes as investors had 
second thoughts about the 
extent of the impact of any 
perceived interest rate 
increases in the US and 
Europe. 

Bonds stayed subdued but 
there was no lack of renewed 
enthusiasm for equities, 
helped by a strong fizstquar- 
ter showing at market 
heavyweight Deutsche Tele- 
kom where operating profits 
rose 18 per cent 

The results were slightly 
above the expectations of 
most brokers. Analysts also 
took heart from the solidity 
of market share following 
the opening up of the Ger- 
man market to its foreign 
rivals. 

At the dose Telekom was 
DM3.05 or 7 per cent higher 
at DM44.25. Hoechst rose 
DM2J37 to DM71 while soft- 
ware leader SAP, a heavy 
faller on Monday, rallied 
DM45.90 to DM890. 

PARIS swung back along 
with the rest of Europe, end- 
ing at its high for the session 
with the GAC 40 index up 
9L40 at 3,777.23 in spite of 
another dull day for the 
bond market 

Dealers said that tomor- 
row's expiry for the CAC 
futures contract helped sus- 
tain volumes. Hotels leader 
Accor, foods group Eridania 
Beghin and motor stocks 
Valeo and Renault all rase 
more than 6 per cent as the 
buyers swung back into 
action. 

Accor put on FFr94 at 
FFr1,584 and Erldanian 
FFr75 at FFr1,240 while 
Valeo and Renault gained 
FFr34 to FFr554 and FFr1650 
to FFr278.40 respectively. 

Retailer Promodes and 
tyre giant Michelln, which 
stood out against the down- 
turn on Monday, were weak 
features. Promodes came off 
FFr55 to FFr2,885 and Miche- 
lin FFr4.70 to FFr367. 

Canal Plus also moved 
lower, dipping FFr12 to 
FFrl,036 after the latest pay 
TV subscriber numbers in 
France came in with disap- 
pointingly slow growth. 

AMSTERDAM rallied 
along with the rest of 
Europe, recouping 20.77 at 
1,128.76 on the AEX Index to 
end within nine points of the 
day's high. 

Internationals tracked the 
better early trend on Wall 
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Street with Royal Dutch 
adding FI 4 at F1L13 l 70 and 
Unilever FI 320 at FH44J3Q. 

There was also keen buy- 
ing among selected finan- 
cials. ABN Amro rose F1L10 
to FI 50.00 in lL8m shares 
traded whOe ING recovered 
FI 3.90 to FI 126. 

Bumper 1997 operating 
earning s plus news of an 
upbeat start to the current 
year at charter and cargo 
unit Mar tfaiatr helped ELM 
rise F1L90 to F1TR90. 

ZURICH brought its five- 
day retreat to a halt with a 
technical rebound that took 
the SMI index 126.6 or L8 per 
cent higher to 7.180X 

Novartis was at the centre 
of attention, gaining SFT66 
to SFr2,435 amid rumours 
that the company planned to 
sell its hutirican business 
and that it planned a share 
buy-back programme. 

ABB climbed SFr42 to 
SFr2,348 and Holderbank 
was SFr44 higher at 
SFTL574, with both thought 
to be profiting from buying 
by Martin Ebner’s BZ Bank . 

Alusulsse was SFrl5 
higher at SFrl.900. After the 
market closed, Ems Chemie 
said it held 5.6 per cent of 
Alusuisse shares and voting 
rights. 

Nestle picked up SFr65 to 
SFI2.682 ahead of today's 
publication of first-quarter 
sales figures. 

The insurers reporting 
1997 figures today were 
mixed. Swiss Re eased SFrS 
to SFr3,300 while Zurich 
gained SFrl7 to SFr877. 

MADRID rebounded 
sharply after posting heavy 
losses on Monday. The gen- 
eral index rose 25.74, or 3.1 
per cent, to 859.95 although 
traders attributed the recov- 
ery to technical buying. 

Telefonica rose Pta39Q, 6J> 
per cent, to PtaB,4D0 od a rise 
in its local call rates. Taba- 
calera. the tobacco group 
which completed its privati- 
sation process on Monday. 
rose’PtaS, or 02 per cent, to 
Pta3,2l0. The government 


sold its 522 per cent stake in 
the company with the retail 
tranche priced at Pta3,183- 
Krxtega rose PtalfiO, or 5 
per cent, to Pta3.740 ahead of 
the post-market release of its 
first-quarter results. BBV, 
the h anking group, gained 
Pta330, or 4J> per cent, to 
Pta7,650- 

Reports of negotiations 
which could gnd the wide- 
spread strike lifted COPEN- 
HAGEN. The KFX index rose 
325, or L3 per cent, to 22927. 

News that employers, who 
had initially refused to bold 
talks with the trade muons, 
had raTipri in its negotiating 
committee for a meeting, 
lifted sentiment 
A fifth of the workforce 
and a third of all private sec- 


tor employees have been on 
strike since Monday in the 
biggest labour market con- 
flict since 1985. . 

Blue chips were traded 
actively, with Tele Danmark 
up DKrS to DKr580and Novo 
NOrtUsk gaining DKr7.75 to 
DKrl.lQ2.75. 

STOCKHOLM gained 
ground led by telecom 
shares. The general index 
rose 56.51 to S.49&67. Erics- 
son added SKrl4 to SKnms. 
Hie shares gained ground in 
spite of a warning that first- 
quarter results, due today 
would be affected by sea- 
sonal factors. 

ATHENS took another 
rollercoaster ride as a weak 
opening gave way to a 
broadly based rally when 
institutional investors 
judged the time right for 
some aggressive baying. 

The genraal index settled 
145X19 or 6.3 per emit higher 
at 2.44580, up from a low of 
2203 points. 

Industrials soared 7£ per 
cent closely followed banks 
which jumped 6.6 per emit, 
recouping some of the lasses 
that had sent the market 
tumbling by more than 12 
per cent over the previous 
two sessions. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Peter Hall and Paul Gregan 


After Monday's 6 per cent 
fall - the biggest one-day 
drop since electronic trading 
was introduced four years 
ago - the Milan stock 
exchange yesterday regained 
sane composure. 

The market traded ner- 
vously at the start as politi- 
cians, newsp a per co lu mnis ts 
ffpd ftTMtnrfeii pundits contin- 
ued to offer a flood of contra- 
dictory advice to the army of 

Italian small investors who 

have been switching in 
droves from government 
bonds to equities. 

But by the end of the day, 
encouraged by the early 
upturn on Wall Street, the 
Mibtel index was 4-8 per cent 
higher at 22£9X with several 
leading blue chips staging 
strong recoveries. 

If a correction had been 
widely anticipated after the 
56 per cent rise in Italian 
equities since the beginning 
of the year, the violence of 
the downturn had taken 
many by surprise. By the 
close on Monday the Mibtel 
index was 18 per cent below 
its April 7 record of 26.741. 

Vincenzo Visco, the 
finance minister, yesterday 
added his voice to the chorus 
warning investors to be pru- 
dent. The remarkable rise of 
the market this year had 
beat “out of any logic 1 *, Mr 
Visco said, suggesting the 
market could now grow from 
a mare solid base. Some ana- 
lysts also warned the correc- 
tion bad not yet run its 
course. 

The feverish reaction to 
the foil reflected what sev- 
eral commentators called the 
continuing "imm a t uri t y " of 
the born. 

“Black Monday’s" crash, 
as it is already being 
dubbed, followed concerns 
over possible higher 
short-term US interest rates, 
ongoing worries over the Far 
East, and profit- taking In 
line with other markets. 

However, the reaction was 
more violent in Milan 
because it had been preceded 
by what many analysts con- 
sidered excessive “euro- 
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euphoria" on the part of 
small investors, ploughing 
into the borsa as if they 
were buying lottery tickets. 

T Qmmaso Padoa-Sdrioppa, 
the head of Consob. Italy's 
stock exchange watchdog, 
warned a few weeks ago dur- 
ing his annual address that 
the borsa remained too 
thinly spread with more 
than 75 per cent of dealings 
involving the country’s 30 
largest quoted companies. 

A veteran Italian mer- 
chant banker emphasised 
yesterday that the once 
derided Milan stock market 
had made "considerable 
progress" during the last 10 
years, noting: "We now have 
an improved market infra- 
structure and a large num- 
ber of financial analysts and 
researchers we did not have 
a few years ago." But Italy 
still needed to develop a 
strong pension fund and 
institutional market to pro- 
vide greater depth. 

Many Italian and foreign 
fond managers consider Ital- 
ian equities offer good 
long-term prospects at a 
time of extensive restructur- 
ing and consolidation in 
wide sectors of Italian indus- 
try and finance and a more 
stable political picture. 

However, they concede 
confidence has been dented, 
especially after the market 
lost more than L120.000b& in 
three sessions. 


An 




-M 


Paul Betts 


Tokyo declines on weak data 


ASIA PACIFIC 


Shares in TOKYO took a 
dive after Wall Street's over- 
night foil and as further 
gloom spread with the 
announcement of weak eco- 
nomic data, writes Michtyo 

Nakamoto- 

Tbe Nikkei 225 average 
lost 254XS2 or 1.6 per cent to 
dose at 15.395.43 after trad- 
ing between 15,625.37 and 
15,334.47. Yesterday's fall 
was the first below the psy- 
chologically important 15J300 
mark since January 14. 

Retreating issues outnum- 
bered advancers 873 to 256, 
while 152 issues were 
unchanged. 

Economic data released 
yesterday confirmed the 
sluggish state of the domes- 
tic -economy. According to 
the inte rn a ti o n al trade and 
industry ministry, produc- 
tion at factories and mines 
declined 1.9 per cent in 
March while sales at major 
department stores and super- 
markets in March fell 14£ 
per cent year on year to 
YZOOlbn. The jobless figure 
hit a record high of 3 ^ per 
cent in March, after 3.6 per 
cent in Februaxy- 

Al though comments by 
Madeleine Albright, US sec- 
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retary of state, welcoming 
Japan’s stimulus package 
helped to lift the mood, they 
were not sufficient to 
reverse the negative trend. 

The Topix index of all 
first-section shares dropped 
1IL92 to 1,200.90. Volume on 
the first section was a mod- 
erate 400m shares, up from 
Monday’s 320m. 

B ank shares fell 1.8 per 
cent after reports that 
Eisuke Sakakibara, vice 
finance wiiniatpr for interna- 
tional affairs, had said more 
Japanese Han ha might fejl- 

Haseko, a major construc- 
tion company, came under 
selling pressure on rumours 


that it was In difficulties. 
The shares fell 20 per cent, 
or Y18 to Y70. 

WELLINGTON reacted to 
the steep overnight foil on 
Wall Street by pushing the 
40 capital index down 47.52 
or 2.1 per cent to 2^40.09. NZ 
Telecom lost 31 cents to 
NZ$8.45. Brierley Invest- 
ments ended 3 cents lower at 
NZ$ 1.01 ahead of the post- 
market announcement of 
senior management resigna- 
tions. 

SYDNEY fell 36.7 or 1-3 per 
cent to 2.781.3 on the All 
Ordinaries index. Gold 
stocks continued to lead the 
way down with the sector 
extending its declines to 7.7 
per cent in two days. Nor- 
mandy Gold lost 7 cents to 
A61.63- Mining group Aber- 
foyle Mining jumped 49.5 
cents to A$2.99 after a 
A$270m takeover bid from 
Western Metals which 
dipped 6 cents to 79 cents. 

HONG KONG staged a 
comeback late in the day to 
close higher as investors 
covered short positions and 
hoped Wall Street was head- 
ing for recovery. The Hang 
Seng index recovered from a 
low Of 10,302.58 to finish 
84£0 higher at 10,678-61. 

The property sector, hard 


hit on Monday, clawed back 
some losses. Cheung Kong 
rose HK91.75 to HK$53.50 
and Sun Hung Kai Proper- 
ties 20 cents to HK$47.S0. 

china Telecom gained 30 
cents to HK$1&35 on reports 
that the company was set to 
buy mobile telephone assets 
in China’s Jiangsu province 

for $2_9bn. 

SEOUL lost ground for the 
sixth consecutive day as 
local investors were discour- 
aged by the low levels of for- 
eign buying, which led the 
rally in the first quarter. The 
Kospi index lost 3-85 to 
4CEL39 in dull trading as con- 
cerns over the release of 
forecast earnings figures by 
analysts aim hit sentiment. 

SK Telecom foil Wonl7,000 
to Won532,000 while Pohang 
Iron and Steel, which plans 
to issue $100m in depositary 
receipts overseas, fell 
Wonl ,500 to Won59,700. 

TAIPEI dosed marginally 
lower as late bargain hunt- 
ing helped shares cut earlier 
losses. The weighted index 
fell 36J6 to 8,434.67. 

The electronics index, 
which had lost ground on 
fears of a decline in demand 
from the US, edged up 03 
per cent on bargain-hunting 
after an early sell-off 
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